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BUDGETING FOR WAR COSTS

THURSDAY, JANUARY 18, 2007

HOUSE OF REPRESENTATIVES,
COMMITTEE ON THE BUDGET,
Washington, DC.

The committee met, pursuant to call, at 1:53 p.m., in room 210,
Cannon House Office Building, Hon. John M. Spratt, Jr. (Chairman
of the committee) presiding.

Present: Representatives Spratt, DeLauro, Cooper, Schwartz,
Kaptur, Becerra, Doggett, Berry, Boyd, McGovern, Sutton, Scott,
Etheridge, Baird, Moore, Bishop, Andrews, Edwards, Blumenauer,
Hooley, Allen, Ryan, Barrett, Bonner, Garrett, Hensarling, Mack,
Porter, Alexander, Smith, Conaway, Diaz-Balart, Lungren, Tiberi,
and Simpson.

Chairman SPRATT. We now will proceed with our Hearing on
Budgeting for War Costs.

Our first panel consists of Secretary Gordon England. Is Sec-
retary England here? Here he is.

Secretary England, Admiral Giambastiani, Under Secretary
Jonas, thanks for coming today, not only coming, but coming on
fairly short notice and nearly two and a half weeks before the
President’s budget will arrive.

It is a bit unusual to hold budget hearings before submission of
the President’s budget, but it is necessary in our case because we
are on a tight schedule to bring a budget resolution to the floor
with due diligence.

I also want to thank our second panel, which is on deck following
you, Steve Kosiak of the Center for Strategic and Budgetary As-
sessments and Robert Sunshine of the Congressional Budget Office.

Defense spending is substantial and always topical, even more so
this year because there will be three pieces of defense spending in
the mill, totaling between six and seven hundred billion dollars.

These include the regular the 2008 defense budget request at ap-
proximately $480 billion; a 2007 war supplemental reported to be
nearly $100 billion; a 2008 war supplemental, which the Adminis-
{:ration estimated last July in the mid-session review to be $50 bil-
ion.

The size of these requests individually and together compel us to
understand how expenditures of this kind, which are called emer-
gency and are exempt from the usual budget strictures, should be
treated in our base budget.

The purpose of this hearing is not to press our witnesses for de-
tails of what will be in the 2007 supplemental or the budget re-
quest for 2008. We understand that the President’s budget is not
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yet finalized, but we would like to get a better grasp of the cost
of the Iraqi War, the Global War on Terrorism, a way of accounting
for costs to date, and projecting costs to come.

We want to explore ways to budget these costs to avoid, if we
can, recurring supplementals and the usual dispensations that we
accord emergency spending which complicate our efforts to balance
the budget.

We need to know how to project these costs over time, and we
know that is difficult, but we typically run our budgets out five and
ten years, and defense spending is a major element. So we need to
know how our defense spending is likely to unfold over at least a
five-year period of time.

I would ask my colleagues, however, in accordance with our un-
derstanding with Secretary England, to avoid from asking details,
programmatic details or dollar details about the supplementals and
the budget still to come because, as I have said, it is still not offi-
cially released by OMB.

Since 2001, by our calculation, we have provided more than $500
billion for military and reconstruction operations in Iraq and Af-
ghanistan. Virtually all of that $500 billion was provided through
supplemental and emergency funding measures.

Using supplemental appropriations has been a problem for sev-
eral reasons. One, it has required the military to divert funds from
regular accounts to pay for war costs until a supplemental is en-
acted with adverse effects on revenues.

And, two, it has allowed the Administration and the Congress to
circumvent tough choices in the budget by keeping emergency
spending effectively off budget. The result, larger deficits.

During the past fiscal year, the federal government ran a deficit
of $248 billion. The prospects of bringing that budget back to bal-
ance are bleak. But a first step is to better account for the cost of
the wars in Iraq and Afghanistan by including those costs in the
regular budget.

The costs of our operations in Iraq and the Global War on Ter-
rorism increased from $96 billion in 2004 to $122 billion in 2006,
and reports indicate that 2007 war costs could increase further to
as high as $170 billion. We need to account for the impact of these
operations on the budget’s bottom line obviously.

This Committee is not alone in advocating the inclusion of war
costs in the regular budget. Congress enacted the 2007 Defense Au-
thorization Bill requiring the President to include war costs in his
regular budget starting in fiscal 2008.

Likewise, the Iraq study group stated that after six years, it is
past time that we budget for war costs in the annual base budget.

The cost of war beyond the budget year will also be significant
and should be considered, we think, in the budget process because,
as I said, we typically run out our budgets five to ten years.

So far, the Administration has resisted cost projections because
of the uncertainty of future deployments. Clearly there is some un-
certainty about future deployments, but there is one thing we know
and know with certainty, future costs will not be zero.

For example, regardless of future deployments, even if the Iraq
deployment would end next month, there will still be considerable
costs to reset equipment, to fix, repair, refurbish, and replace
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equipment that has been damaged or destroyed in the harsh oper-
ating atmosphere of the Persian Gulf desert.

Last year, the Army and Marine Corps estimated a need for fif-
teen to twenty billion dollars a year to repair, replace, refurbish
equipment which is being worn out at the current rate of oper-
ations. And for two or three years after the operations cease, they
still anticipate the same sort of outlay to return their equipment
back to its operating status.

There are also significant costs that need to be captured in any
inclusive summary of the cost of the war. Thus far, over 3,000 serv-
ice men and women have died in Iraq. Twenty-three thousand have
been injured or wounded in action. The cost summaries seldom in-
clude veterans’ healthcare and disability benefits, but they are a di-
rectly related cost and they are substantial.

Yesterday Rob Portman, the Director of OMB, indicated that the
President’s budget request will include the base budget for 2008
along with supplementals for war funding in 2007 and 2008, plus,
if I understood him correctly, projected war spending in 2009, but
not beyond.

This is an encouraging sign, the first time that the President’s
regular budget will recognize costs beyond the budget year, but the
Administration’s budget, we believe, I believe, should go further
and take into that our commitments are not likely to end in 2009
and the projections should go forward, further out.

If the President’s budget purports to bring the budget back to
balance by 2012, and that is what he says, it has to include a real-
istic projection of our enormous efforts abroad which will not end
after 2008 or, for that matter, 2009.

Mr. Secretary, Admiral Giambastiani, Under Secretary Jonas, we
thank you for coming to help us understand the past and current
cost of wars in Iraq and Afghanistan and what future costs may
be, and we look forward to your testimony.

But, first, I yield to Mr. Ryan for a statement on his part.

PREPARED STATEMENT OF HON. JOHN M. SPRATT, JR., CHAIRMAN, HOUSE COMMITTEE
ON THE BUDGET

I open this hearing with a gavel given to me by our former chairman, Jim Nussle,
and with a pledge to wield it with the same fairness and comity that he brought
to the chair of this committee. In that spirit, I want to thank the Republican mem-
bers of the Committee, particularly the Ranking Member, Mr. Ryan, for allowing us
to hold this hearing without the customary seven-day notification.

I also want to thank our witnesses, Secretary England, Admiral Giambastiani,
and Under Secretary Jonas for coming today to discuss a highly topical subject—
the cost of our military operations in Iraq, Afghanistan, and the global war on ter-
rorism in general. Thank you for coming not only on short notice, but nearly two
and a half weeks before the President’s budget will arrive. While it is a bit unusual
to hold budget hearings before submission of the President’s budget, it is necessary
because we are on a tight schedule to bring a budget resolution to the floor, with
due diligence.

I likewise want to thank our second panel, Steve Koziak of the Center for Stra-
tegic and Budgetary Assessments, and Robert Sunshine of the Congressional Budget
Office.

Defense spending is substantial and always topical, but more so this year, because
there will be three pieces of defense spending in the mill, totaling between $600 and
$700 billion. These include the regular 2008 defense budget, at approximately $480
billion; a 2007 war supplemental, reported to be nearly $100 billion; and a 2008 war
supplemental, which the Administration estimated to be $50 billion in its Mid-Ses-
sion Review last July. The size of these three requests compels us to understand
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how expenditures of this kind, which are called emergency and are exempt from the
usual budget strictures, should be treated in our base budget.

The purpose of this hearing is not to press our witnesses for details of what will
be in the 2007 supplemental or the Administration’s budget request for 2008. We
understand that the President’s budget is not yet finalized. But we would like to
get a better grasp of the cost of the Iraq war and the global war on terrorism—a
way of accounting of costs to date and projecting costs to come. We want to explore
ways to budget these costs to avoid recurring supplementals and the usual dispensa-
tions for “emergency spending” that complicate our efforts to balance the budget. We
also want to know how to project these costs over time, because we typically run
our budgets out five and ten years, and defense spending is major element. I would
ask my colleagues to keep their questions in this realm and to refrain from ques-
tions that probe into details of the upcoming supplemental and budget requests.

Since 2001, Congress has provided more than $500 billion for military and recon-
struction operations in Iraq and Afghanistan. Virtually all of that $500 billion was
provided through supplemental and emergency funding measures. Using supple-
mental appropriations has been a problem for several reasons: one, it has required
the military to divert funds from regular accounts to pay for war costs until a sup-
plemental is enacted, with adverse effects on readiness; and two, it has allowed the
Administration and Congress to circumvent tough choices in the budget by keeping
emergency spending effectively “off-budget.” The result is larger deficits.

During the past fiscal year, the federal government ran a deficit of $248 billion,
and prospects are bleak for bringing the budget back to balance. A first step is to
account for the costs of the wars in Iraq and Afghanistan by including those costs
in the regular budget. The costs of our operations in Iraq and the global war on
terrorism increased from $96 billion in 2004 to $122 billion in 2006. Reports indicate
that 2007 war costs could increase further to as high as $170 billion. We have to
account for the impact of these operations on the budget’s bottom line.

This committee is not alone in advocating inclusion of war costs in the regular
budget. Congress enacted the 2007 defense authorization bill, which requires the
President to include war costs in its regular budget starting in 2008. Likewise, the
non-partisan Iraq Study Group stated that after six years, it is past time that we
budgeted for war costs in our annual base budget.

The cost of war beyond the budget year will also be significant and should be con-
sidered during the budget process. So far, the Administration has resisted cost pro-
jections because of the uncertainty of future deployments. Clearly there is some un-
certainty about future deployments. But there is one projection that we know with
certainty: future costs will not be zero. For example, regardless of future deploy-
ments, there will be considerable costs to “reset,” to fix and replace worn-out Army
and Marine Corps equipment. Last year, the Army and Marine Corps estimated a
need for $15-20 billion a year to repair, replace, and refurbish equipment at the
current rate of operations and for two to three years after war operations ended.
In addition, we have maintained a steady deployment in Afghanistan over the last
six years, at a cost of $1 billion or more per month, and that cost is likely to con-
tinue.

There are also ancillary costs that need to be captured in any inclusive summary.
Thus far, over 3,000 servicemen and women have died in Iraq. 23,000 have been
injured or wounded in action. The cost summaries seldom include veterans health
care and disability benefits, although they are a directly related cost.

Yesterday, Rob Portman, the director of OMB, indicated that the President’s
budget request will include the base budget for 2008, along with supplementals for
war funding in 2007 and 2008, plus projected war spending in 2009. This is an en-
couraging sign and the first time that the President’s regular budget will recognize
costs beyond the budget year. However, the Administration’s budget should go fur-
ther and take into account that our commitments are likely to extend well beyond
2009.

If the President’s budget purports to bring the budget back to balance by 2012,
it has to include a realistic cost projection of our enormous military efforts abroad,
which will not end after 2008 or 2009.

Mr. Secretary, Admiral Giambastiani, Under Secretary Jonas, we thank you for
coming to help us understand the past and current cost of the wars in Iraq and Af-
ghanistan, and what future costs might be. We look forward to your testimony.

Mr. RYAN. I thank the Chairman for yielding and for holding this
hearing. I cannot think of a more appropriate way for this Com-
mittee to begin the 110th Congress than to take a good look at the
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way we have and the way we will budget for the Global War on
Terror.

Clearly we are at a turning point in Iraq. And when you give it
some thought, as both Congress and the President have acknowl-
edged, we have a lot to do.

Last week, the President laid out his plan for proceeding in Iraq
with increasing troop levels as one of the key components. Mem-
bers from both sides have expressed strong opinions both for and
against that plan. But whether or not you agree or disagree with
the President, there are still large bills that need to be paid to sup-
port our troops both at war and here at home.

And it is the responsibility of this Committee to help make the
choices and determine the plan on how we are going to pay those
bills. I hope we are at a turning point on this front.

The attacks of September 11 are now more than five years be-
hind us. The liberation of the Iraqi people from Saddam Hussein
is nearly four years behind us. Yet, we still find ourselves largely
funding the War on Terror through emergency supplementals.

Several years ago, this Committee took the lead to correct this
by including in our budget a funding place-holder for the war. To
their credit, the Administration last year began to follow suit, a
trend I fully expect to see repeated and hopefully built upon in the
budget the President sends to Congress next month.

This Committee is also taking the lead in cleaning up the emer-
gency war supplementals. This is an issue I expect to go into more
in questioning. I think the chart kind of speaks for itself. By in-
cluding in our fiscal year 2007 budget language, a clear definition
of what constitute an actual emergency and what must go through
the regular checks of the budget process.

The whole idea here is real emergencies ought to go in the sup-
plemental and the things that should normally be in the base budg-
et should be in the base budget.

I understand that some members may want to choose to use this
hearing as a forum to voice their thoughts on war policy. Clearly
that is one of the most critical debates in Congress we are going
to have this year. But funding this war piecemeal serves neither
our soldiers nor the taxpayers. And it is the obligation of this Com-
mittee to build on the progress we have made in responsibly fund-
ing for the war. I hope we can take this opportunity today to work
toward that end.

And I thank the Chairman for yielding.

Chairman SPRATT. Mr. Secretary, thank you again for coming.
The floor is yours. And any prepared statements you or Admiral
Giambastiani or Secretary Jonas has will be made without objec-
tion part of the record.

STATEMENT OF HON. GORDON ENGLAND, DEPUTY SEC-
RETARY OF DEFENSE, AND HON. TINA W. JONAS, UNDER
SECRETARY OF DEFENSE (COMPTROLLER)

Mr. ENGLAND. So, Mr. Chairman and Representative Ryan and
members of the Committee, it is a pleasure to be here today. I ap-
preciate the opportunity to be here early. As you commented, it is
still a couple weeks before the budget is submitted, so this is highly
unusual.
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And Admiral Ed Giambastiani and Tina Jonas, who is the Comp-
troller, are not in a position to talk detailed numbers of the budget
because the budget is not approved yet and we will not know that
for certain ourselves until the President ax the ax.

But as the Chairman commented in his letter to me, he wanted
to stage, so it would be helpful, frankly, not only to this Committee
but also the Congress, that when you get the budget, it will be bet-
ter understood how we have put the budget together, what the pa-
rameters are, what the theory is in terms of how we have pro-
ceeded. So hopefully this will be helpful to you today.

And, of course, we are always pleased to come back when we
have detailed numbers and talk about the detail, and we will be
pleased to do that a later date after the President has submitted
his budget.

I will make just a comment or two about the base budget and
supplemental, so at least you understand where we have been in
terms of the base and the supplemental. And I appreciate
everybody’s views on this because there are some conflicting re-
quirements in terms of the budgeting.

First, the base budget. What we have in our base budget is the
cost to “man, organize, train, and equip.” And that is what is in
our base budget. We do that for all of our Armed Forces, so all the
services, all of our agencies are in that budget. And we balance in
that. We make the tradeoffs throughout the year of sustaining the
force and the investment for the future. So that is what we do
every day in the base budget.

By the way, the base budget, we have working all of 2006 pre-
paring the 2008 budget. It gets turned in here early February of
2007. It then is debated in the Congress, hopefully is passed late
in the year, and we spend that money then in 2008. So it is pre-
pared in 2006, debated and approved in 2007, and spent in 2008.
So by definition, it is looking ahead somewhere between one and
two years.

So it is an estimate because we are looking ahead. But since we
have been doing the base budget, we actually have a pretty good
feel for what those costs are and we can project those reasonably
well in the base budget.

Regarding the size of the budget, the budget is very large. I
mean, defense spends a lot of money. We understand that, and we
also understand that we have a fiduciary responsibility, as you do,
to spend it wisely. And all this money is earned by our fellow work-
ers, all of you, all of us paying our taxes every day. And so we take
that very, very seriously as you do.

I do want to comment on defense as a percent of GDP. Defense
is expensive, no question about it. It costs a lot to protect and de-
fend our country and our way of life.

In World War II, defense was about 35 percent of the budget. In
Korea, it was about 12 percent of the budget. In Vietnam, approxi-
mately nine percent of the budget. Desert Storm, about four and
a half percent of the budget. During the Reagan buildup, it was
about six percent of GDP. And today, it is about 3.9 percent includ-
ing the supplemental war cost.

So as a percent of GDP, we are actually considerably lower than
we have been in any other conflict of modern times in the country.
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So, fortunately, frankly, the economy has grown to the point that
while defense is expensive, it is also more affordable in terms of
our national capital.

Now, supplementals. The supplementals are financed in the on-
going costs of the contingency operation and our Global War on
Terror, and the vast majority is Iraq and Afghanistan. That is
where most of the money goes, for those two war efforts.

Now, this is fundamental question you raise, Mr. Chairman, is
sort of the crux of this. That is, the supplementals have a much
shorter time-line. So that is when we turn in the supplemental, it
is more real-time. I mean, we actually know equipment damaged,
equipment to be replaced. We know how many troops have been de-
ployed. We know what our rate is every month.

So when it comes to the war cost, we actually have a much high-
er degree of fidelity doing that in the supplemental than if we tried
to project a year ahead. I mean, sort of by definition, we are always
better projecting something nearer term than you are trying to look
into the future, particularly a war. And that has always been the
tradeoff.

Now, frankly, that is not our decision. I mean, we do not make
that decision at the DoD. That is a decision between the Congress
and OMB in terms of how to package that. But it is always the
question of greater fidelity in terms of supporting the numbers
versus a projection of the numbers further into the future. So there
is less fidelity the longer you go out, better fidelity closer in. And
that is, frankly, the tradeoff between supplementals and what goes
in the base budget.

That said, all of our costs are transparent. I mean, the DoD is
extraordinarily professional. We are open. We are transparent. We
provide all the data to the Congress, and we are pleased to discuss
it in all detail. And whatever detail anyone requires, the books are
open and available, and we send reports regularly to the Congress.
And I will let Tina Jonas address that in more detail.

I do want to comment regarding the budget. We do have a lot
of active programs within the Department of Defense to continu-
ously improve our processes and methods within the Department.
I mean, we do want a full accounting of costs. We do want to make
sure money is spent wisely.

Obviously, it is not a perfect process because this is an extraor-
dinarily large and complex enterprise, but we do work every single
day to make that better and we are making considerable progress
within the Department of having better, more timely, more accu-
rate data.

So with that, we are pleased to take your questions. We do have
a written statement, one written statement for the three of us, Mr.
Chairman. But we are pleased to help you in any way we can to
prepare your Committee for receipt of the President’s budget here
in early February.

[The prepared statement of Gordon England follows:]

PREPARED STATEMENT OF HON. GORDON ENGLAND, DEPUTY SECRETARY OF DEFENSE,
AND HON. TINA W. JONAS, UNDER SECRETARY OF DEFENSE (COMPTROLLER)

Chairman Spratt, Representative Ryan, Members of the House Budget Com-
mittee, good afternoon. I do thank you for the invitation to appear before you today.
Hopefully today’s hearing will help set the stage for the Congress’s review of the
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President’s Budget Request for the Department of Defense for Fiscal Year 2008 and
the Supplemental Request for Fiscal Year 2007 that will be forwarded to Congress
at the beginning of February.

With me today are Vice Chairman of the Joint Chiefs of Staff Admiral
Giambastiani, and Under Secretary of Defense (Comptroller) Ms. Jonas. We will be
pleased to provide for you an accounting of war costs to date, and to discuss the
approach, the processes, and the categories the Department has used in putting to-
gether both the FY 2007 Supplemental Request and FY 2008 Budget Request.

War costs do add another dimension of complexity to the budget, but be assured
that this Department will continue to be professional, open, and transparent regard-
ing our processes and detailed costs. We therefore appreciate having this early op-
portl;mity to clarify for you the rationale the Department has used in our budget
work.

Of course, as I commented to you in my letter dated January 11, 2007, this hear-
ing is being held unusually early, prior to the President’s budget submittal to the
Congress. Since the President has not yet approved a budget, the Department of De-
fense is not yet in a position to discuss specific budget numbers.

Ever since the Department made the first supplemental request for the current
war effort, shortly after 9/11, for Operation Enduring Freedom, there has been a
fundamental debate about methodology. At the end of the day, there’s a trade-off
involved. The usual budget process is deliberate—it requires looking one to two
years out into the future. Conversely, supplemental requests allow much greater fi-
delity. With the shorter supplemental timeline, the Department has much greater
certainty about the changing situation on the ground and our own requirements.

In the Department’s view, the supplemental approach has been helpful because
it provides clarity. Of course, the Department will follow whatever approach is
agreed on by the Congress and OMB.

By any measure, America’s defense budget is large—about the size of the entire
GDP of some of our close partners, like the Netherlands. So it is important and
most appropriate that Congress and the American people seek a better under-
standing of how that money is spent. Since September 11th, 2001, when terrorists
killed almost 3,000 innocent people of 60 different nationalities, including military
personnel and civilian employees of the Department of Defense, America has been
a nation at war. Since 2001, the Department of Defense—military and civilian—has
been operating on a wartime footing, while simultaneously transforming the Depart-
ment itself to meet the full array of 21st Century national security challenges. In
practice, the Department has been carrying out military operations in Afghanistan
and Iraq, prosecuting the global war against terrorist extremists around the world,
working with partners to respond to major natural disasters in the United States
and abroad, transforming the force to better engage in new types of warfare, and
modernizing the force to deter and, if necessary, defeat future conventional threats.

The Department’s strong transformation agenda draws on the President’s Na-
tional Security Strategy, and is reflected in two key documents published by the De-
partment since 2001, the National Defense Strategy, and the 2006 Quadrennial De-
fense Review.

The Department’s scope and pace of change since 2001, based on this strategic
vision, have been extensive.

For example, just considering Combatant Commands, the Department has up-
dated and strengthened the command structure of the force. US Northern Com-
mand—charged with protecting and defending the homeland—was created in 2002.
The mission and responsibilities of Joint Forces Command, charged with leading the
transformation of the force, have been strengthened. Strategic Command was
merged with the former Space Command to create a new unified command that pro-
vides integrated protection against strategic threats of all kinds. Special Operations
Command was assigned the mission to lead the war on terror effort, as well as a
new Marine Corps component—MARSOC.

Geographically, the Department is transforming America’s global defense posture
from one designed to fight the Cold War to one that enables our forces to respond
quickly to meet unexpected threats, anywhere in the world. Practically—to give just
a few examples—the Army, while continuing to be heavily engaged in new, irregular
forms of warfare in Iraq and Afghanistan, is simultaneously undergoing the most
significant modernization in a generation, transforming its garrisoned forces into
agile, expeditionary Brigade Combat Teams. And, after decades of development, bal-
listic missile defense has moved from concept to reality—including fielding an inte-
grated missile defense capability that continues to get stronger and more effective.

At the end of the day, the defense budget is about deterring potential adversaries
and, when necessary, winning the Nation’s wars; preparing prudently for future
challenges; helping bring our friends and allies into the fight; and supporting the
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brave men and women in uniform who protect and defend America and their fami-
lies.

Protecting and defending America’s people, territory, and way of life is expen-
sive—and more expensive than it used to be, since the array of threats we face is
greater than ever before. The Department takes very seriously our fiduciary respon-
sibility to spend every tax dollar wisely. The leadership is especially cognizant that
all the dollars the Department spends have been earned by fellow, hard-working
citizens.

Because this nation is blessed with such a strong economy, defense expenditures
are a relatively small part of the nation’s GDP—indeed, today they constitute the
smallest proportion of GDP ever spent on defense during war time.

By way of comparison, in 1945, the Department’s budget as a percentage of GDP
was 34.5%. During the Korean conflict, it was 11.7%; in Vietnam—8.9%; and in
Desert Storm—4.6%. Even during the Reagan build-up in the 1980’s, the defense
budget was 6% of GDP. In 2006, defense spending, including base budget and all
supplementals, was 3.9% of GDP, and is projected to be about the same in 2007.
That is not an unreasonable investment to make, to protect and defend our nation.

By way of process, the base budget funds the Department’s mission to “man, orga-
nize, train and equip” America’s armed forces. The base budget captures and bal-
ances the costs of sustaining the force with investing in the capabilities needed to
meet future security challenges. So today, for example, the base budget is sup-
porting transformation toward a more expeditionary force, with greater irregular
warfare capabilities. And it’s supporting the procurement of joint warfighting capa-
bilities. In broad terms, the breakout of expenditures in the base budget, for FY
2007, is as follows: military pay, healthcare and housing 34%j; readiness and support
30%; investment in future warfighting capability 36%.

One major challenge the Department faces, looking out into the future, is that the
average age of equipment is rising. In FY 2006, the average age of nuclear attack
submarines was about 18 years; of the Air Force’s tactical fighters—20 years; of
strategic airlift -15 years; of tactical airlift—26 years; and of tankers—44 years.

It’s important to recognize that the Department is at minimum replacement levels
for much of its capital assets. For example, the Department is building one sub-
marine per year, one new aircraft carrier every five years, and one destroyer each
year, and it has only one multi-role fighter in development.

Supplemental budgets are financing the ongoing costs of contingency operations
and related costs of the global war on terror. Iraq and Afghanistan account for the
vast majority of supplemental funding.

In FY 2007, some war costs are being covered by the $70 billion provided by Con-
gress in the FY 2007 DoD Appropriations Act. War costs for the remainder of FY
2007 will be addressed in a separate request from the Department, to be submitted
along with the FY 2008 base budget and the FY 2008 war request. It is vitally im-
portant to the Department that the FY 2007 spring supplemental be approved by
the Congress in a timely manner. By mid-April, the Department will need to begin
reprogramming other funds, with associated disruptions, if the supplemental is not
approved.

Despite the difficulties of predicting the costs of the fight against terror, the De-
partment has continued to make every effort to provide Congress with a transparent
view of its stewardship of taxpayer dollars in this most critically important effort—
particularly in our regular Cost of War Reports.

In November 2006, the Department delivered to Congress its most recent Cost of
War report, with a full accounting of war costs to date. That Report shows that,
since September 11, 2001, Congress has appropriated $452 billion in supplemental
funding for the global war on terror. As of the end of November 2006, the Depart-
ment had obligated $372 billion—$276 billion for Operation Iraqi Freedom; $69 bil-
lion for Operation Enduring Freedom; and $27 billion for Operation Noble Eagle.
The Report also includes, as required by Congress, detailed information by Compo-
nent, appropriation or funding source, budget activity, and type of cost.

Some have suggested that the Department cannot accurately account for the cost
of the global war on terror because its financial books cannot be independently au-
dited. While the Department is not undergoing an independent audit of the cost of
the global war on terror, the reports are compiled and analyzed by a team of experi-
enced accountants who carefully scrutinize the data, conduct variance analyses to
identify and correct errors, and footnote sources.

The results to date have been positive—in its most recent report on DoD war-re-
lated costs, the Government Accountability Office did not identify any duplicative
or unnecessary war spending. There is, however, always room for improvement. Ac-
cordingly, in the cost reports, expenses are now being grouped into more easily un-
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derstood categories, with an increased level of detail. Department efforts to clarify
and further improve the process are ongoing.

The Department’s good stewardship of taxpayer dollars requires the soundest pos-
sible financial management procedures. While such internal reforms rarely make
the headlines, improving the financial management and audit readiness of the De-
partment has been a “main effort” since 2001—with concrete results.

These initiatives are part of a broader effort to reform the defense enterprise
itself—to make the Department function as effectively, and thereby as efficiently,
as possible. Reforming the enterprise has meant taking a hard look at, and updat-
ing, everything from decision-making processes to the full array of business prac-
tices used to run the Department.

One major spur toward change is the Department’s Financial Improvement and
Audit Readiness (FIAR) Plan, which lays out an incremental approach to Depart-
ment-wide audit readiness. The Plan is designed both to prepare the Department
for audit, and to institutionalize the systems that get us there—in order to achieve
clean audit opinions now and in the future. The Plan is working.

As of December 2006, the Department had achieved 84% of all the key milestones
in the FIAR Plan. As a result, 15% of all DoD assets ($215 billion) and 49% of its
liabilities ($967 billion), received a “clean”—independently-verified—audit opinion.

By plan, 72% of the Department’s assets and 79% of its liabilities will receive
“clean” audit opinions by 2010. While that may seem like a long time, the DoD asset
base is larger than those of IBM, Wal-Mart, Ford, and Exxon/Mobil combined. [DoD:
over $1 trillion; Theirs: $746B. Source: their annual reports.]

In addition, for the first time, the Army Corps of Engineers is undergoing an
audit of its 2006 financial statement, and a favorable opinion is expected next
month.

To help institutionalize these improved approaches, the Department created, and
is implementing, the Enterprise Transition Plan. As Chairman of the Defense Busi-
ness Systems Modernization Committee, I monitor this crucial piece of our strategy,
and I can tell you it is working. As of December 2006, the Department had achieved
77% of the Transition Plan’s milestones.

The Department also continues to improve financial operations—for example, the
Defense Finance and Accounting Service (DFAS) has dramatically increased produc-
tivity and improved service while reducing costs.

I do thank this Committee for the opportunity to engage in this important, clari-
fying discussion. I thank you for your close cooperation with the Department of De-
fense in our shared efforts to protect and defend America. And I thank each of you
for your support for our brave men and women who wear the cloth of this nation.

Chairman SPRATT. Okay. Mr. Secretary, let me open up with
some charts, if you will.
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Defense Increases During
Bush Administration

National Defense Discretionary Budget Authority in Billions of Dollars

2002- 2002

S 2005 2008 2007 2008 2008 2010 2011 Ao
CBOJanuary  go14 3474 3563 3655 3740 3846 3045 4040 3619.0
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Policy Increases
Exeluding War 1202 7141 82.7 942 1072 1176 117.8 1182 829.1

Funding

lragifghanistan/ 165 794 1176 1100 900 650 400 320 7242
Noble Eagle

Cost Risk - - - 241 204 262 320 434 1552

Total Increase 3104 1505 200.3 2283 2266 2089 189.8 1937 1,7085

Total Bush
Defense 13015 497.9 6566 593.8 6015 593.4 5843 05985 532756
Program

Prepared by the House Budgef Commitfee 121208

Chairman SPRATT. We have got electronics now. We are high
tech in our Committee room now. The first chart is a chart of cost
of defense spending over a ten-year period of time, namely 2002
through 2011, which will be the budgetary period that was mostly
determined by policy decisions made within the Bush Administra-
tion.

As you can see from the top line, if you took the CBO baseline
for defense spending, 050 as we call it, out ten years from 2002
through 2011, the baseline in 2001 when the Bush Administration
came to office was about $3.6 trillion over that ten-year period of
time.

If you adjust it for policy increases, for war funding, for cost risk,
and other things using the CBO analysis of what traditional cost
risk has been, particularly on procurement and R&D, the total in-
crement over that ten-year period of time is $1,708,000,000,000.

So that makes defense spending, it is imperative, compulsory. We
have got to defend the nation. That is the first responsibility of the
government. But, still, a $1.7 trillion increase has to be of concern
to those of us who put together budgets and try to make them bal-
ance.
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Increased Cost of Defense Under
Bush Administration
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Chairman SPRATT. The next chart is a layer chart, a layer graph
which shows you the different components in a layered form of the
budget we are talking about. And as you can see, the increased cost
of defense over the period 2000 through 2011 has gone from about
$300 billion to about $600 billion. I believe those are in nominal
dollars. It is a substantial increase to accommodate in our budget
that you are trying to put back in balance.

War Funding Provided To Date
Totals More than $500 Billion

Operation Iraqi Freedom $379 Billion

Operation Enduring Freedom| $98 Billion

Operation Noble Eagle $26 Million

Prepared by the House Budgel Commilteg Source: CRS 1212006

Chairman SPRATT. Now, one of the factors, if you look at the next
chart, accounting for that increase, it is shown here future war
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costs in the dark layer, the upper end of this particular chart, of
the cost of Iraqi Freedom, Enduring Freedom, and Afghanistan, the
Noble Eagle, which is North America, and enhanced security since
2001.

As you can see, Iraqi Freedom, Operation Iraqi Freedom by our
calculation—and one question I want to put to you is, does this
comport with your calculation of what has been appropriated and
provided—to date is $379 billion. We do not know for sure what the
coming supplemental will be, but this includes the 70. It does not
include the balance to come. We will guess then that Operation
Iraqi Freedom at the end of next year will be well above $400 bil-
lion. It has been an expensive venture.

War Costs Have Increased Each Year

2003 $75 Billion
2004 $96 Billion
2005 $108 Billion
2006 $122 Billion
2007 $170 Billion ?

Chairman SPRATT. In addition to that, if we can have the next
chart, the cost has gone up. In 2003, we were fighting a war. Not
for a long time, but at least for a significant period of time, and
at a high level of intensity. And, still, the cost in 2003 was $75 bil-
lion. It went up the next year, the next year, the next year, and
could go up to $170 billion in 2007.

We would like to ask why the big jump in apparent outlays be-
tween 2006 and 2007, and how do you account for the fact that the
cost of the war keeps going up and up and up, even though the in-
tensity of it has varied over time and even though we actually have
fewer troops there than we did two years ago by about 20,000, I
believe?

And then finally, CBO, Congressional Budget Office, in projecting
likely expenditures has typically in the past had to carry forward
any supplemental as if it were being reenacted, reenacted, reen-
acted, which is unrealistic, but that is where the conventional rules
call for them to extrapolate from their baseline.

They finally said we need a better way to do it for the cost of
the War in Iraq. And what they did was they came up with a set
of assumptions that next year, the next fiscal year, 2008, we will
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begin to reduce our troops such that over a five-year period of time,
we will go from where we are to 55,000 troops in Iraq, the theater,
and Afghanistan, the theater, not necessarily in country.

They assumed a gradual build-down to that steady state of
55,000 troops for the next five years. Over that ten-year period of
time, they estimated future war costs at $413 billion. And if we
have to accommodate $413 billion in the next five years of our
budget, the next ten years of our budget, it is going to be that
much harder to bring it to balance.

And what we are asking today is, would you take a look at these
numbers and tell us if they comport with your experience, your ac-
counting, your records, and, if so, are we basically on the right
track in what we have estimated is the task before us?

Would you care to comment upon any of these charts or these
cost projections?

Mr. ENGLAND. Mr. Chairman, the chart where the costs are
going up and why is the cost going up, I can just give you one
input, and perhaps my associates can provide more clarity.

But it was not until 2005, frankly, that we started putting in the
supplemental what we call the reset cost. That is, until that period,
I think it was just sort of agreement in the past that
supplementals did not have procurement cost, procurement cost
meaning to buy equipment to replace equipment that had been lost
in combat.

Chairman SPRATT. Well, in your October the 25th memorandum,
did you redefine and expand the definition of what is emergency
then to include procurement even though the procurement items
might not be directly related to the theater of operations?

Mr. ENGLAND. Two subjects, if I can.

Chairman SPRATT. Mr. Scott.

Mr. ScoTT. These are the total costs, supplemental and regular.

Chairman SPRATT. That is supplemental.

Mr. ScotT. Just supplemental?

Chairman SPRATT. Yeah.

Mr. ENGLAND. Excuse me, sir. If I can address those, I believe
there are two separate issues. If I could address them, I will for
you, Mr. Chairman.

Chairman SPRATT. Please do.

Mr. ENGLAND. In this case on the cost, the war cost, until 2005,
we were not pricing in the supplemental. That is, war cost, the re-
placement of equipment damaged, worn out, accelerated wear was
not showing up in the budget. So we were accumulating basically
a cost.

And, by the way, we were also accumulating equipment back
then because it was not getting replaced and it was not getting re-
paired until the 2005 supplemental. So we literally have a backlog
that we have been putting in the budget in terms of our repair and
replacement.

And so you are seeing an increase, and some of that increase is
a reflection of the fact that it was not costed early on in the early
cost of war. So it was not until 2005 we started. And you are still
seeing, I believe, some of that in the cost.

Chairman SPRATT. The last appropriation bill supplemental, we
put $23 billion for reset, and I think some of that was added by
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the Appropriation’s Committee. It was not done just on your initia-
tive. It was done on their initiative too.

Mr. ENGLAND. No. That is correct.

Chairman SPRATT. Do you expect that level of cost to be recur-
ring for some period of time?

Mr. ENGLAND. Yes. There will still be costs for resetting equip-
ment, worn out and destroyed equipment. You will continue to see
that for some time.

And as you commented, once the war ends, the expectation is,
whenever that war ends, there will still be equipment that is on
the battlefield to be replaced and/or repaired, either come back for
repair or replacement, that is buy new assets to replace the old as-
sets.

So, yes, I expect that will continue. And when the war is over,
there will be a residual tail of some amount of dollars to take care
of that equipment.

Chairman SPRATT. There are others here who have questions to
ask. I do not want to hog the time. Just one last question.

Does the Department of Defense have models like the model that
CBO did of what different scenarios would cost so that that could
be factored into the decision-making processes, what is our next
step and our final steps in dealing with Iraq? Do you have any-
thing like the model, back-of-the-envelope model that CBO has de-
veloped of what different scenarios might cost?

Mr. ENGLAND. If I can have Tina address that, please, our Comp-
troller.

Ms. JoNAs. Okay. Thank you, Mr. Chairman.

In order to project our war costs and what we are providing to
our oversight committees and supplementals, et cetera, we do have
a cost model that we use. We plug in the actual deployment orders,
which is what the Deputy alluded to. They are more accurate.

We are less sophisticated with respect to the types of scenario
building that CBO might do. In fact, obviously we are going to have
to do some projections for what we are going to present in 2008.

Chairman SPRATT. Well, I understand you have a system called
COST, acronym, C-O-S-T.

Ms. JONAS. Yes, sir. That is our system, sir, yes.

Chairman SPRATT. And there is some variation between DoD and
CBO? Is CBO privy to COST? Does it have access to the software?

Ms. JoNAs. I am not sure, but I believe that we briefed many
people on the COST modeling system. And so we have that avail-
able, yes, sir.

Chairman SPRATT. Thank you.

Mr. Ryan.

Mr. RyAN. I thank the Chair.
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Mr. RyYAN. If T could go to chart number one among our charts.
If you recall, last year in our budget resolution, our fiscal year 2007
budget resolution, House Con Resolution 376, for the first time, we
put new emergency spending definitions and rules and processes in
place.

We refined the designation for any spending outside the regular
budget, and we distinguished between defense emergency spending
and nonemergency defense spending by stating that, “Contingency
operations directly related to the Global War on Terrorism and
other unanticipated defense operations are appropriate for overseas
contingency operations.”

Secretary England, take a look at the chart. As you can see,
early 1990s, we had a couple supplementals and then we had sort
of what I guess I would call the peace dividend and then we
ramped up, especially, you know, after 9/11. But take a look at how
big the supplementals grew, you know, particularly after the actual
invasion of Iragq.

And the Administration sent us a number of budgets that
seemed to continue putting nonemergency items into the
supplementals. And we saw a growing trend of nonemergency
spending items creeping into these supplementals.

It is obviously no way to run a railroad. It is no way to predict
things. But now, you know, we are a number of years into this.
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Mr. RyaN. If you could go to chart number two, please, my ques-
tion is basically this. We started to try and put plugs in our budget
resolutions here in the House. I guess it takes a second for these
charts to come up, but there we go.

Take a look at in 2003. You know, we put aside in our budget
$10 billion. The Administration put $10 billion. Supplemental was
62. Then we did nothing in 2004. Then in 2005, the Administration
did nothing. We on the Budget Committee did 50 and we kept
doing 50. Last year for the first time, the OMB actually, you know,
matched us and put 50, but our supplemental was $170 billion.

The question I want to know is this. Did you look at our designa-
tion of emergencies or definition of what emergencies were in our
last year budget resolution? This definition is now—I think you
carried this rule over, number one.

Number two, what controls and processes do you have in place
to make sure that nonemergency stuff do not creep into these
supplementals? For instance, you know, if a helicopter goes down
in a combat environment, you need a new helicopter and that is
probably unforeseen and you need that for an emergency. But if
you were already planning on buying a bunch of helicopters, why
would you put those in, you know, emergency supplementals?

What assurances can we get and what controls do you have in
place to prevent these things from creeping into these emergencies
from now on prospectively? We pretty much know what we need.
And what is the new budget going to look like in that regard?

Mr. ENGLAND. Mr. Ryan, what we do is the supplemental is the
war cost. I mean, literally it is the war cost. That is what we put
in the supplemental. I mean, that is the only differentiator we have
is the cost of war is what goes in the supplemental.
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And in the cost of war, you are right, if a helicopter goes down
and that is a combat loss, then that is paid for out of the war cost
because our regular budget is based on normal usage and the nor-
mal sort of attrition and training and things of that sort.

So if we have accelerated wear-out, damage, if our vehicles are
blown up or whatever, then that becomes a war cost. It is a war
cost to recycle them. So they have to be refurbished. Because they
have been on the front lines, they get refurbished.

Mr. RYAN. But a lot of these war costs, you know about already.
You know what you are going to spend on the war next year in so
many of these categories. You do not know what helicopters are
going to go down, but you know how many helicopters you are
gfqing to need to begin with. You know a lot of these things ahead
of time.

So what is going to distinguish between unanticipated true emer-
gency spending needs and anticipated war costs? Where do you
draw that line and are you drawing that line?

Mr. ENGLAND. Again, I thought I was pretty clear. Whatever is
a war cost is in the supplemental. I mean, if it is directly associ-
ated with the war, it is in the supplemental. That has been the
practice the whole time to have those in the supplemental. And we
provide with our supplemental all the supporting detail.

Now, it can go into base budget, but here again is my comment.

Mr. RyaN. Okay. The base budget.

Mr. ENGLAND. But here is my comment. Today when we turn in
a supplemental, you get, the Congress gets very detailed sup-
porting data because we actually know a helicopter went down. So
we know that helicopter went down and that replacement cost is
in the budget.

If you look out a year, then we estimate what is going to happen.
And, remember, we have been putting the budgets together, the
base budget, during 2006, and we actually have expenditures in
2008. So we are really looking ahead by somewhere between one
and two years to estimate what is going to happen in the future,
and that has just been very hard to predict.

Now, you can do that. But when we turn the numbers in, you
will have less certainty and support for the numbers because it will
be an estimate in the future as opposed to a war cost that we can
quantify quite precisely. And that has been the tradeoff.

And a decision has been made, by the way, between the Congress
and OMB in the past to keep that in the supplemental, and that
is how we have been doing it. So that is how we differentiate it.

Mr. RYAN. I see my time is up. I have some follow-ups, but
maybe second round.

Chairman SPRATT. Go ahead if you——

Mr. RYAN. No. That is okay. I do not want to take up——

Chairman SPRATT. I will now go to Mr. Cooper and pass over Mr.
Edwards because Mr. Edwards is having an operation on his voice.
He is having some polyps removed from his vocal cord.

Mr. ENGLAND. That is an occupational hazard there.

Chairman SPRATT. Mr. Cooper.

Mr. CoOPER. Thank you, Mr. Chairman.

In a bipartisan spirit, let me follow-up on my colleague, Mr.
Ryan’s excellent questions.
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Mr. Secretary, I think you put a very good face on a very murky
situation. I do not know anyone in Congress, Democrat or Repub-
lican, who really feels that the Pentagon is a transparent institu-
tion, that we know where you stand financially.

Take, for example, the head of the General Accounting Office. He
repeatedly year after year points out that the Pentagon is the sin-
gle biggest offender in not having auditable numbers. Being the
largest federal agency, that is really opaque, untransparent.

Now, I know in your testimony, you point out that you are large
and that in a few years’ time, you will do a better job. But those
of us who have been around this institution for a long time have
heard that for so many decades, we get tired of waiting. And I
know you are as big as IBM, Wal-Mart, and Exxon put together.
But the rest of the federal government is even bigger. And 18 of
24 agencies are auditable.

Now, we want to give you slack during wartime. But even in
peacetime, it seems like distressingly little progress is being made.
So I do not want to hurt morale or slow Tina’s wonderful efforts,
but this really needs to get done so that we know where the num-
bers are.

And Paul’s question about what is an emergency expenditure or
what is not, none of us knows what is going to be in this year’s
emergency supplemental, but the newspaper rumors are there are
going to be two joint strike fighters, which are not even going to
be fielded for years, so how is that an emergency?

Sixty-two million for ballistic missiles, which are fine, but they
are not going to be used in Afghanistan or Iraq. Three point four
billion for new and repaired Navy aircraft when we really do not
face an air threat, at least so far, in Iraq.

It is amazing what gets added into these bills. And there is a
great deal of bipartisan suspicion that the Pentagon has been play-
ing fast and loose with the definition of emergency.

So can you give us some reassurance?

Mr. ENGLAND. I would be pleased to. First of all, a clean balance
sheet, I mean, it has been an issue. It has been an issue for a long
time. And I can just tell you that this management team has been
working very hard. We have teams in place and we are making
progress. And we do have milestones and we measure against
them, so we are making progress, and we will get to a clean bal-
ance sheet.

It takes a long time, but we are working it and we are working
aggressively and we take it seriously, so we will get there. And it
is something you just cannot fix overnight, but there is a process
and a methodology and people dedicated to the task and in my
judgment are doing a good job, and we review it periodically with
them to see where they are.

In the meantime, however, that is a clean balance sheet. We do
know how our money is spent every year, and we do send those re-
ports regularly to the Congress. So all the money spent every year,
that is open and is transparent. And if there are questions about
them, we are pleased, more than pleased to discuss those with the
members of Congress.

Let us see. The last question. Oh, I know, about the airplanes.
So here is again the theory of this, and I do not know if all those
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things you mentioned—there has been a lot of things in the press
about all sorts of things, and I would rather wait until the budget
comes out and then we can talk the particulars.

But let me talk about the theory of the case. The theory of the
case is if we lose an airplane, the airplane goes down in Iraq and
we lose that airplane, then there is a value of money associated
with that airplane that we recapture. I mean, it is a loss we recap-
ture.

Depending on the model of the airplane, we do not go back and
buy an old airplane. We buy whatever airplane is then being
bought for the military. It would make no sense to go buy some-
thing old.

So, for example, in our combat vehicles and our Humvees that
were not protected early, the old model Humvee, if we lose one
today, we buy an up armor Humvee, one appropriate to the future
fight, but we recapture that cost.

So if you think about it as an accelerated depreciation, if we are
wearing something out very quickly, we recover the cost, like an ac-
celerated depreciation, we recover the cost and then we apply it to
whatever it is that we are buying in the future.

So it is not a question of what we are buying. It is a question
of recovering the cost of equipment that is being worn out or dam-
aged and then we apply it to whatever the future product is.

But I do not think the issue, Congressman, is what we are buy-
ing. I think the issue is from a budgeting point of view, how do we
recover the cost and are we doing that accurately. And I believe we
are doing that accurately in terms of recovering the cost.

So that is what we do. That is how we do it. And, again, it is
very transparent, and we are pleased. When those numbers come
out and all that detail is available, we will be happy to sit down
and go through that with anyone on the Committee.

Mr. COOPER. Mr. Secretary, again, you say it is transparent. The
head of GAO says it is not auditable and almost offensively so. So
if it is not auditable, it is not transparent.

Mr. ENGLAND. No. But, again, we do not have what I call a clean
balance sheet. That is different than knowing what our expendi-
tures are every year. So one is a balance sheet issue. The other is
expenditures. And we do have reports of expenditures regularly to
the Congress. So that is available and that is auditable. In fact, we
audit it and I expect it is audited by the Congress.

Tina, you want to comment?

Ms. JONAS. Yeah.

Thank you, Mr. Cooper.

I think one of the more difficult points for people to understand,
our accounting systems, which have been in place for many, many
years, are based on the appropriation’s account structure, which, of
course, is based in law.

And in 1990, the Congress passed through a “Chief Financial Of-
ficer’s Act” which then required us to have clean statements ac-
cording to the GAAP principles, the generally accepted accounting
principles.

So you have got two different types of reporting going on. But as
the Deputy said, we do have accounting reports, they are known
as 10-02 reports, that are tied to appropriation’s account, expendi-
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tures according to them, commitments, obligations, expenditures.
And so we do have those.

But I appreciate your interest, Mr. Cooper, because we have been
working very hard to try to do the work that is necessary both on
process side and on systems side to be able to allow us to account
fé)zl;c%e expenditures of the Department of Defense according to

And I think we are making some progress. Right now we have
a clean opinion on 15 percent of our assets and 49 percent of our
liabilities, close to a trillion dollars. But it is important work and
we appreciate the support and interest of the Congress.

Mr. BARRETT. Mr. Chairman.

Chairman SPRATT. Mr. Barrett.

Mr. BARRETT. Thank you, Mr. Chairman.

Gentlemen and lady, thank you for being here today.

And continuing to build on the bipartisanship with Mr. Cooper,
I hope you can sense that there is a growing angst about these
supplementals that are coming in.

I specifically remember last year in one of them, there were base
improvements, brick and mortar improvements for bases in the
United States. Now, granted, somebody knew that a long time ago
that we needed to do that. But to slip that into a supplemental or
put it into a supplemental, either way you want to look at it, I
think, is not keeping with the true spirit of a supplemental.

So take a look at that and just know that there are some of us
that are very concerned about that. I do not want to beat you up
anymore about that.

Accountability, Mr. Secretary. You talked about different ways
that you are accountable. Name a couple of specific areas of what
you are doing for oversight to make sure that you guys are spend-
ing the tax dollar wisely. That is question one.

Question two, there has been a lot of talk about the troop surge,
the troop increase, whatever you want to call it. And I think there
is room for agreement and disagreement on the number, whether
it is something we need, something we do not need. But I have
heard a lot of my colleagues, Republicans and Democrats, talk
about the overall force size. And I am talking about Army, Navy,
Air Force, Marines, increasing the size of the active forces.

We have been relying on our National Guard, Army Reservists
and other areas also on our citizen soldiers, and I think we are al-
most to the stretching point.

What would be the cost of increasing the size of the active forces
and what would be the cost of not increasing the size of our active
forces?

Mr. ENGLAND. Tina?

Ms. JoNas. Sir, I will let the Deputy answer the second part of
that question. The cost of increasing the forces is about $5.6 billion.
Okay? And that breaks out into deployed forces, operations, fuel,
spare parts, and supplies.

Mr. BARRETT. Okay. Now, that is the surge cost, correct?

Ms. JONAS. Yes.

Mr. BARRETT. Okay. And maybe I did not quite make myself
clear. Take that out. What I am talking about is the overall forces
if you take the surge cost out. A lot of the experts are saying we
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do not have enough men and women under arms, active service
men and women to carry out the missions we have worldwide.

And my question is, you know, if that is true, what are the costs
of increasing the size of the active Armed Forces and what are the
costs of not increasing the size of the active Armed Forces?

Mr. ENGLAND. I do not understand the second half of the ques-
tion. If this cost had not

Mr. BARRETT. Yeah. I mean, you know, if we say we need
more——

Mr. RyaN. Will the gentleman yield?

Mr. BARRETT. Yes.

Mr. RvaN. I think what we are getting at is, what is the cost of
permanent higher number of volunteer forces versus calling more
Guard and Reserves up over the years to fill what you think you
need in more permanent voluntary forces? How do you juxtapose
the two? What are the cost differences?

Mr. BARRETT. Thank you. Exactly.

Mr. ENGLAND. Okay. Part of it is cost. Part of it is just having
forces available. When we bring up our Guard and Reserve, the
Secretary just announced he wanted to go to a one in five. That is
one year or one period, you serve five at home so that there is a
recuperation period and so that people can count on a fixed rota-
tion.

So given that, there is a limited size in terms of how many peo-
ple you can pull out of the Reserves and the Guard on that sort
of rotation basis. And, in fact, you would have to grow the Guard
and Reserve obviously by a reasonable amount because you only
get them one out of every five as opposed to the active force, the
policy is in theater one and home for two years, which, of course,
we do not have today.

So that was a policy that Secretary Gates has announced so that
people can plan for a certain, you know, time at home and time in
theater. And to do that based on the requirements of the
combattant commanders going forward looking worldwide at all the
future potential threats we have, the objective was to have a num-
ber of brigade combat teams, which is how we measure the combat
force, adequate to that mission.

And to do that, it would have required either a very large in-
crease of the Reserve components or it would have required 7,000
active-duty Army and, I believe, 5,000 active-duty buildup of the
Marine Corps for a total increase of 92,000 people including some
of which are already in the supplemental.

But you would have had basically a full-time equivalent growth
of 92,000 people, and that was based on satisfying the projections
of the combattant commanders for the troops. The decision was
made based on the demand schedule and recruiting and all those
to increase the active force by the seven and five thousand over the
next five years.

Mr. BARRETT. And I know my time is up, Mr. Chairman.

But with the 12,000, what is the discrepancy between the 12 that
you are talking about and the 92?

Admiral GIAMBASTIANI. It is 7,000 a year for five years for the
Army and 5,000 a year approximately for five years for the Marine
Corps.
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Mr. BARRETT. Got you.

Admiral GIAMBASTIANI. This is over the all-volunteer force, and
we think that we can add those numbers above the base that we
are recruiting for the active component right now. And that is
based on the Army and the Marine Corps coming in and telling us
what they believe is doable on an annual basis for recruiting.

Mr. BARRETT. Thank you, Mr. Chairman.

Chairman SPRATT. And the incremental cost of that is about $10
billion at its peak?

Admiral GIAMBASTIANI. The best way to estimate this is for about
10,000 troops in the active component, it is about $1.2 billion per
10,000.

Chairman SPRATT. Ms. Schwartz.

Admiral GIAMBASTIANI. Now, there is equipping costs above and
beyond that, but those are for the troops, the salaries, and the rest
of it.

Chairman SPRATT. Ms. Schwartz.

Ms. ScHWARTZ. Thank you, and appreciate this hearing. I was in-
terested that both sides of the aisle are being pretty articulate, I
think, about the fact that we are all deeply concerned about trans-
parency, about the way the war funding has been requested in
supplementals and continue to be.

You said a few things, so I would like to have short answers, if
you could, because I have a couple things I would like to get
through.

But one thing you said is that there will be transparency as
there always has been. Now, I had heard from the Administration
just recently—I will not mention who said it—I am not sure it was
in a public situation—is that the Administration has heard that we
are concerned about the lack of transparency and that this next
supplemental will actually have more specifics in it in helping us
understand and be more public about the cost of this war, how the
money is anticipated to be spent.

Your testimony and answers have suggested that you are not
going to do it any differently than you have done it for the last four
years, that you believe there is full transparency and there is no
need for more specificity.

So is what I heard from someone fairly high up in the Adminis-
tration that we will see greater specificity, in fact, not true, that
we will see just the general kind of information we have seen be-
fore in this new supplemental?

Mr. ENGLAND. I mean, there is always room for improvement. I
mean, I am not being defensive about this and I do not think any-
body should be. Look, it is open and transparent and there is al-
ways more and more detail that can be provided. And so as people
want more and more detail, we will take the time and energy to
do that if it is useful. I mean, at some point, it does not become
useful.

But the information is there. I mean, we do turn in extensive re-
ports. I do not know how many pages, but, you know, huge num-
bers. Maybe Tina knows. But to the extent that people require
more information, we will provide to whatever depth anyone re-
quests.
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Ms. ScHWARTZ. All right. Well, I am sure the Chairman may be
helpful then in communicating requests for more information.

I think there is also some concern, following up on the previous
question, about the need for oversight after the fact. So it is not
only when you make the request. It is afterwards.

I think many of us feel we have not gotten the kind of informa-
tion about how the money was spent other than the fact savings
from some of the previous supplementals because, again, “it is
emergency funding.” You cannot anticipate exactly.

Have you actually not spent all of the money in the previous
supplementals and, therefore, there is some excess there we might
be a;ole to put going forward or have you used that in some other
way’

Mr. ENGLAND. So, Tina, I will let you answer the question first
about the report and what we do.

Ms. JonNas. I appreciate your concerns. Let me just talk to the
justification material. We requested $50 billion last year. Of course,
the Congress added to that amount. We did provide to our over-
sight committees about 500 pages, a book of 500 pages of detail jus-
tification.

I agree that for those who are in budgeting, unless those things
are really designed for the Committee staffs, and so as a result of
that, we are taking steps this year to make sure that it is more
easily understood to the public and to the broader membership of
the Congress as well. So we are taking steps there.

And we do provide monthly cost reporting to the GAO and we
grov}ilde quarterly reports to the Congress, and we will continue to

o that.

Ms. ScHWARTZ. Okay. Just in the time remaining, you also said
that some of the supplemental you anticipate, almost one for one
replacements, that if you lose a helicopter, you put the cost in
there. I guess that is understandable.

But one of the questions I have is, going forward, we have heard
and expect that there will be going forward when this war is con-
cluded that there will be high cost in just replacement of what we
have lost.

Are you saying there will not be any need for additional cost for
the Department of Defense because, in fact, you have already ac-
counted for all of the replacement for equipment and for vehicles
and for—so we will not anticipate any additional costs going for-
ward? That is already built into the supplementals?

Mr. ENGLAND. No. I thought I said just the opposite. I said that
when the war is over, there would be a tail for the reset cost. So
there is a cost. Once the war ends, there will be a tail for probably
two years because the equipment gets damaged right up to the
very end of the war. I mean, there is obviously some lag of this
whole system.

Ms. SCHWARTZ. So you are doing it as you go along? You are
doing it also as you go along?

Mr. ENGLAND. As we go along, right. So every year, the cost
shows up in terms of reset cost, operation cost, personnel cost, et
cetera. And when the war is over, there would still be some reset
cost. So I am sorry if I confused you on that, but I really meant
to say the opposite.
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Ms. ScHWARTZ. That is helpful to know, although I think we
would all want to know how much that will be as soon as you can
project it out. But some others questions, but obviously I will move
on. My time is up. Thank you.

Mr. ENGLAND. Okay. Thank you.

Chairman SPRATT. Mr. Garrett.

Mr. GARRETT. Thank you, Mr. Chairman.

And I thank the gentlemen, the gentle lady for your testimony
today and also in the previous years as well that you came before
this Committee.

And I am going to follow on the line of questioning and the two
areas that you have been questioned on today starting with Mr.
Ryan’s and Mr. Spratt’s comments and also Mr. Cooper’s com-
ments.

And these are comments that come not only as a member of the
Budget Committee, quite candidly, but these are questions that
originate for me back from my district when we have town hall
meetings and what have you, from members of the service and
what have you. They raise these questions in one framework or an-
other.

Specifically on the first area, on the supplemental, like Mr. Ryan
indicated, I am pleased by the fact that we have at least begun the
process of adding these dollars into the overall budget process.
Back in, as he indicated, the 2007 process, we had what we call a
bridge fund to try to carry us over through that period.

But the interesting thing during that period of time is even
though as we were going through the regular order process of that
here in this House and the Senate, there was already news reports
out that the Administration was in the works of preparing their
next supplemental to come down the line just a few months after
we would be completed.

Now, I understand what you are saying, the normal bureaucratic
elements of things and the time, that you are looking at 2006 mov-
ing to 2007 or 2008 actually, the spending. And I understand also
that you get a better feel for the matter as to how much money you
are going to spend when it is right next to actually when the dol-
lars are going out the door.

But if we carry that to the next degree, I guess, we should do
supplementals after the fact and then we would know exactly how
much money we spent and now we just have to reimburse those ac-
counts. That is not the way we want to do it. We want to do it like
every other line of this government and also like every other busi-
ness.

I serve on the Financial Services Committee as well and we are
just debating the entire SOX issue and what we require major pub-
lic companies to have to go through. And I fear whether or not any-
one in this Administration and the DoD would be willing to have
to sign off with the same legal penalties that we require of our top
CEOs and financial officers for what we are requiring them there.

So I ask you to comment on that. And, secondly, and specifically
as to whether as we go through this regular order of the budget
cycle, what we should potentially anticipate as far as supplemental,
when and where down the line.
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And, secondly, in following Mr. Cooper’s question and the issue
of the 1990 “Chief Financial Officer’s Act,” which is what prompted
the GAO to say that because of weak accounting controls and mis-
management, they had not as of last year been able to do a report
for certified statements for over eight years.

I sent a letter to the Secretary earlier last year, in 2006, asking
specifically what was going on as far as trying to expedite this mat-
ter and move things along.

And as it says in your written testimony and as you testified
here after the fact, you have made some progress. And you were
looking at the numbers of accountability as around 16 percent and
48 percent. The numbers were a little bit different from the Sec-
retary. It was around 15 and 49 percent. But it is still in the ball-
park there.

But, again, the Secretary’s comment was is it going to occur in
2009. Your comment it is going to be 2010. But even then, we are
only at 69 and 80 some odd percent there.

Now, 69 percent accountability, you know, if we were grading
this on “No Child Left Behind” or any education format, that would
not be a passing grade for anyone. Eighty percent is pretty good.
And that is even going to be 20 years post 1990 “Chief Financial
Act.” So 20 year post the law of the responsibility laid on maybe
you and your predecessors, we are still not going to be up to 100
percent accountability.

So my question is, why is it taking so long and when we will get
actually to the point of full accountability that the law of 1990 that
Congress passed required of the Department?

Mr. ENGLAND. So I guess my comment is I have been the Deputy
for a year and a half and I cannot account for all those years before
being the Deputy. I can only tell you that since I have been the
Deputy, and I think before that, since at least Tina, there has been
a concerted effort to have, you know, balance sheets, auditable bal-
ance sheets.

So, look, I cannot comment on the past. I can only tell you what
we are doing now. And we are working. We do have professional
people working this as their full-time job. And it takes time to do
it.

So I guess we go through this. We do have regular meetings on
this subject. We do review this progress, the people doing it. I will
tell you they are highly professional. We have hired professional
accountants. We have beefed up the staff.

So my view is, you know, we have done all those things prudent
to do as management of the Department, and we are doing that.

I will ask Tina to comment that people actually work for the
Comptroller. But I will tell you there are magnificent people work-
ing this. And I am very proud of what they are doing and they will
get there, but I do not know how to shorten that time.

Ms. JONAS. So thank you for the question.

If you break down our problems, and I alluded to some of the
problems with the systems, but if you took a look at the material
weaknesses that we have, you would find that there are material
weaknesses because of business process and there are material
weaknesses because of systems.
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And we have an approach that has two plans, and these have
been briefed to Congress, and we have specific milestones on each.
But the plan that addresses the process issues of the material
weakness is called the Financial Improvement and Audit Readiness
Plan. It takes a very methodical approach.

Rather than throwing an army of auditors at the Department
and finding out that we could not pass an audit, what we have
done is broken the problem down and have got a business set of
rules that will make sure that we are actually ready for audit. And
it involves senior-level management, and so I think that is good.

On the system piece, there is a plan for the Department to im-
prove its overall business systems implementation, which is a big
problem for the financial community. And that is called the Enter-
prise Transition Plan.

And as of last month, our FIAR Plan was 96 percent on mile-
stone. We are a little bit lagging on the Enterprise Transition Plan.
But that is all critical to get this done. It is an enormous job.

Mr. GARRETT. Thank you.

Chairman SPRATT. Ms. Kaptur.

Ms. KAPTUR. Thank you, Mr. Chairman.

Welcome, Mr. Secretary. I imagine we will be seeing you in an-
other subcommittee at some point along the way.

I wanted to just go back to make sure I heard you correctly. On
page three in your testimony, you state in fiscal year 2007 some
war costs are being covered by the 70 billion provided by Congress
in the fiscal year 2007 regular appropriation’s act for DoD. But war
costs for the remainder of 2007 will be addressed in a separate re-
quest from the Department to be submitted along with the fiscal
year 2008 base budget and the fiscal year 2008 war request.

How do you describe that separate request? What are you going
to call that separate request?

Mr. ENGLAND. I believe the name is the fiscal year 2007 spring
supplemental. I am not sure if that is exactly right, but there is
a supplemental to distinguish it from what was last fall. So there
is a spring supplemental.

So the Congress this year, I think as the Chairman commented
at the beginning, this year, the Congress will receive the fiscal year
2007 spring supplemental, the fiscal year 2008 budget, base budget
itself, and the projection of the fiscal year 2008 full-year war cost.

So in 2008, there is not a plan to have any other supplementals.
In 2008, you will get the base budget. Along with the base budget,
you will get the projection to the best we can project a year ahead
of time. And then on February 5, in addition to those two, there
is also the spring supplemental. So there are really three different
requests coming to the Congress on February the 5th.

Ms. KAPTUR. All right. And what would be a part of that supple-
mental and why is it not in the base budget? Based on the supple-
mentary funding you reference in here, or the supplementary fund-
ing we passed last year to cover the cost of the war, will that sup-
plemental just be not in the base budget?

Mr. ENGLAND. The money that was allocated last fall will run out
this spring. And so the remainder of the year for the conduct of the
war will be included in the fiscal year 2007 spring supplemental.
So the money that was approved by the Congress last year, the $70
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billion, does not get the Department of Defense through the year
in terms of the cost of the war. And so on February 5, there will
be another request to the Congress to carry the Department
t}ﬁrough until there is an appropriation fiscal year 2008 on October
the 1st.

Ms. KAPTUR. Do you anticipate that the rate of increase of spend-
ing is greater than had been projected last year for or against your
supplemental, I mean? Is that one of the reasons that you are re-
questing an additional supplemental? Has the rate increased be-
yond what was anticipated last year?

Mr. ENGLAND. Well, we are requesting it not because of any rate
increase or decrease, just because we have run out of money. I
mean, we will run out of money. This supplemental is very impor-
tant that we have approval sometime in the April time period or,
as the Chairman said, what happened to us last year when we ran
out of money, and then we have to start reprogramming.

When we start reprogramming, we have to start that early be-
cause we also cannot get in a deficit position because of the “Anti-
Deficiency Act.” So we are required early to start taking measures.
And so about the April time period, things start getting very dif-
ficult.

Ms. KAPTUR. All right. Mr. Secretary, I only have one more
minute, and I wanted to ask you, OMB gives each department a
discretionary number that they can use in their budget develop-
ment. OMB has given DoD a specific number upon, or has OMB
given DoD a specific number upon which you base your Iraq, Af-
ghanistan requests or do they make you absorb it within the total
discretionary request and, if so, what are you giving up for that
money?

Mr. ENGLAND. We generally go back to OMB and we tell them
what our requests are. Obviously they scrub it with us and we
come to an agreement on what our actual costs are, what we need
to run the war.

So the number starts with us. Then we provide that number to
OMB in terms of here’s what we feel our cost of war is. So it origi-
nates with us and then reviewed by OMB and reviewed by us, and
that finding then becomes the number that we submit to the Con-
gress.

Ms. KaPTUR. Thank you very much.

Thanks, Mr. Chairman.

Chairman SPRATT. Mr. Hensarling.

Mr. HENSARLING. Thank you, Mr. Chairman.

Mr. Secretary, I am not sure I heard you correctly. Would you
please repeat for me what you said the Administration’s intentions
were as far as the fiscal year 2008 annual regular appropriation re-
quest? Did I understand you to say that it was the intent to now
fund the war through that?

Mr. ENGLAND. No, sir. What I said was we would have a fiscal
year 2008 regular budget and then we would have a fiscal year
2008 war cost. Now, I do not know how the Administration will
1[’)lackage that. I can just tell you what the Department of Defense

as.

We have estimated for all of fiscal year 2008 what we feel the
war costs will be. Now, I will have to say this. Since we do not
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know what the situation will be in 2008, and a few months ago,
we did not know what the situation would today in Iraq, so basi-
cally not knowing if that is going to be up or down, we basically
just straight-lined into 2008 because we do not know what it will
be because, again, you have to estimate well into the future. But
we do have a number in addition to the base budget for all of 2008.

Mr. HENSARLING. Mr. Secretary, I would like to harken back to
an earlier question of Mr. Ryan because I do not think I heard an
answer to his question. And I think if I understood the question
properly, it was how do you draw the line of demarcation between
what goes into the annual appropriation request and what is de-
fined as something that goes into the emergency supplemental re-
quest. I think Mr. Ryan was using the example of helicopters.

And, again, as history is our guide, we have funded previous
wars with some combination through the annual appropriation
process and supplementals. And I think your answer was consist-
ently the supplemental is the cost of the war. But the question now
is, what do you define is the cost of the war?

Mr. ENGLAND. How do we define the cost of war? It is all the
costs associated with the conduct of the war. So it is the gas we
burn. It is the equipment we use. It is the equipment that is de-
stroyed. It is the cost to get our troops there. It is cost to bring
them back. I mean, it is

Mr. HENSARLING. Well, I do not mean to be flip, but is a sergeant
ordering a pizza back at the Pentagon who is in communication
with somebody on the front lines, is that a cost of the war?

Mr. ENGLAND. No, that is not a cost of the war. People deployed
in the war is Iraq, Afghanistan. There is a cost in Somalia which
is part of the war.

So, Tina, I do not know. You want to explain that?

Mr. HENSARLING. I was hoping it would be a better definition
than the cost of the war is the cost of the war.

Ms. JONAS. If I could clarify a little bit, because I know there has
been a little bit of conversation here about concern.

My staff does a pretty significant scrub. When the services ask
for supplemental requests, we throw out a good portion of money.
And we do a pretty tough scrub on things that belong in the base.
I mean, for example, we would not put the future combat system
in the supplemental. I mean, we do have some real bright lines on
it.

Sometimes there are concerns and there is judgment involved on
what is a cost of the war. And the Secretary was just discussing,
and a big portion of our discussion internally has been what pro-
curement would we ask the Congress to put into the supplemental.

And our rule set has provided that if it is a documented combat
loss or there is accelerated depreciation associated with that item
being used in theater, then that is acceptable and the Congress
then passes

Mr. HENSARLING. I see I have a minute remaining of my time.
I would like to slip in one more question, but perhaps greater de-
tail could follow in writing.

The next question I have is, we on this Committee and we in
Congress have a number of responsibilities. We understand your
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responsibility, albeit the greatest responsibility that the republic
has, and that is to make sure that the people are secure.

But we have other responsibilities and what little budget dis-
cipline that we have around this place is evaded any time you
stamp emergency onto a supplemental request.

And so my question is this. How does it impact the Pentagon’s
war fighting ability if we were to do the majority of the war fund-
ing through the annual appropriation and budgeting process
through supplementals? How does it adversely impact your war
fighting capability?

Mr. ENGLAND. Okay. Let me let Admiral—but I would like to
comment on it after Admiral Giambastiani comments, because it is
a question of timing.

But go ahead, Ed. I will let you.

Admiral GIAMBASTIANI. I was just going to say, first of all, in the
operations and maintenance area, let us just say fuel and mainte-
nance costs, for example, we can estimate how many miles, for ex-
ample, that vehicles are going to drive and how often maintenance
can get done and how much fuel they will consume. We have to
make an estimate in the annual budgeting process.

If those estimates are wrong, then what happens is we start cash
flowing from other programs and the budget stability of other pro-
grams changes substantially if we get those early future estimates
when they are further out incorrect.

For example, we may not understand exactly how many troops
we have to support. So you wind up getting into a stability issue
on the rest of your budget, what happens to procurement programs
and then costs start spiraling and those types of things. You must
stop work in other areas.

So one of the reasons why if you cannot estimate because it is
so far in advance accurately, you create a tremendous amount of
churn in the rest of the budget. That is just in a very simple term.
And for us, it creates quite a bit of problems with regard to how
we do business.

Mr. HENSARLING. I am out of time. Thank you, Mr. Chairman.

Mr. ENGLAND. But, Mr. Congressman, if I can just comment. I
mean, look, as long as there was adequate money, there is no prob-
lem. But if you estimate low, then it causes us a huge problem be-
cause we cannot pay our bills, you cannot—I mean, so what you
would like to do is get the right number. The way you get the right
number is the closer you are in time, the closer you can get to the
right number.

I mean, this is a dilemma. It is not an issue in my mind of emer-
gency and base budget. It is a question of having greater precision
with the numbers so that you know that you can indeed pay the
bills. You actually do not want any overage, you do not want any
under. The closer you are to the point in time.

One Congressman said that after the fact, you know exactly, and
that is true. But, of course, then you do not have money to pay the
bills. So, look, this is the conundrum. And I mean, we can deal
with whatever, you know, the Congress or everybody decides, but
there is a tradeoff here.

Chairman SPRATT. But the Pentagon does do and has for years
a FYDP, a Future Years’ Defense Plan program, which is the cur-
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rent fiscal year and five more fiscal years. So your custom is to ad-
vance the cost, project the cost of all your systems out over a five-
year period of time. That is sort of what we are seeking right now
is a five-year projection of what the deployment in Iraq and Af-
ghanistan is likely to be.

Mr. ENGLAND. But that is the difference, Mr. Chairman. In the
base budget, there are pretty well predictable costs, whereas the
war is much less predictable and much more dynamic. And so that
is the only issue. I mean, look, you are absolutely right, but there
is a different dynamic in the war than there is in the peacetime
budget.

Chairman SPRATT. Mr. Ryan.

Mr. RYAN. Let me just throw it out there one more time and try
and give you an idea of what we are all trying to ask of you.

We have the impression that you are putting regular base spend-
ing items in these emergency supplemental bills. And we can go
back and set a whole bunch of examples. But the question is, are
you demarking or are you defining what is really an emergency
that is unforeseen, put that in the supplemental, and are you say-
ing this is something we know is going to happen, we have been
fighting this war for three or four years, we know we are going to
need this next year, we know we are going to need this the last
year, we are putting that in the base budget, or are you doing the
opposite and putting stuff that ought to belong in the base budget
in these emergency supplementals?

Where do you define the differences? What is your protocol? Have
you looked at the definition of an emergency that we adopted in the
last Congress and that the new Democratic Majority continued
which has a much clearer definition in statute, in our House rules,
on what is and what is not an emergency? That is basically what
we are trying to get from you.

Mr. ENGLAND. Okay. Congressman, we may have to have further
discussion on this. I am not sure I am at that degree of precision.

I am at the degree of precision to say that we do know that what
we put in the supplemental is associated directly with the war and
we have—at the Comptroller’s level, we go through all of that and
we make sure to the best of our ability that they are not items that
should be in the base budget, that they are items that actually are
associated with the war, something damaged, equipment worn out
that we recapture the cost. It is reviewed again at my level. Then
it is reviewed with Secretary Rumsfeld for this budget because it
was on his watch. So we go through a successive series of reviews
to make sure that we abide by that ground rule.

So I can just tell you to the best of our ability, we are not doing
what you indicate which is your belief that we have long-term base
budget items in the supplemental. To the best of our ability and
judgment, what is in the supplemental is war-related costs sepa-
rate from what we normally do in our base budget.

Chairman SPRATT. Mr. Becerra.

Mr. BECERRA. Mr. Chairman, thank you very much, and it is a
pleasure to be able to serve on the Committee.

To the witnesses, thank you very much for your testimony.

Mr. ENGLAND. You are welcome.
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Mr. BECERRA. Mr. Secretary, let me pursue that a little bit more.
You are saying that items must be directly associated with the war
in order to be included in the supplemental.

Would funding for two joint strike force fighters which will not
be operational for several years be considered items associated with
the Iraq War?

Mr. ENGLAND. Sir, again, let me try this. If we lose two airplanes
in Iraq, we need to replace two airplanes, otherwise, at some point
in the future, we are short, right? So when we would lose two air-
planes, we recover the cost of those airplanes.

Then we make a decision what should we buy to replace the air-
planes. We do not go back and buy old model airplanes. I mean,
it would make no sense to do that. We actually buy whatever is in
development or production for our forces.

Mr. BECERRA. Does that mean that you are going to have that
joint strike force fighter available next month?

Mr. ENGLAND. No. Well, it means that

Mr. BECERRA. Will you have it available within a year?

Mr. ENGLAND. No. But what it means is we have to recover the
cost of what was damaged——

Mr. BECERRA. Mr. Secretary, I understand that.

Mr. ENGLAND. Okay. And then

Mr. BECERRA. But let me pursue this. How long do you expect
this war in Iraq to last? My understanding is that the joint strike
force fighter will not be available for several years.

If you are putting money into the joint strike force fighter be-
cause you are trying to replace an aircraft, you are giving money
to put in force or in operation an aircraft that we will not have for
several years, and either you are telling us that we are still going
to be in Iraq or Afghanistan fighting several years from now or you
are telling me that you are putting money into a plane that we will
need. Congress has already allocated funding for it, but it will not
be available to help our troops who are fighting right now in Iraq
or Afghanistan.

Mr. ENGLAND. So think about it this way, Congressman. When
the war is over, there is a reset cost because equipment has been
damaged on the battle field. By definition, when the war is over,
I have equipment damaged on the battle field which I will replace.
That replacement of equipment will not be used to fight in Iragq.

Mr. BECERRA. That is a great conversation to have when we are
talking about your regular budgeting process, when you are asking
us what the Pentagon needs in the future.

Right now we are talking about a supplemental appropriation,
which is an emergency appropriation, off budget, which does not
have the typical oversight of Congress to go through in detail what
you are doing with the money that you say you need now.

I do not think that the men and women in uniform from my dis-
trict who are in Iraq today will see anything out of the billions that
you are putting into the joint strike force fighter through the sup-
plemental. I think they would rather see a plane over their heads
today or next month. But it is not going to help them to have
money which may be well spent, but not through the supplemental.

Let me ask on ballistic missiles, ballistic missiles, which are—un-
less you are telling me you are going to change the Pentagon’s pol-
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icy and you are going to start using ballistic missiles in Iraq. Do
ballistic missiles have a role in the supplemental emergency appro-
priation for Iraq and Afghanistan activities?

Mr. ENGLAND. I do not know what you are talking about.

Mr. BECERRA. Well, would ballistic missiles, funding for ballistic
missiles be something appropriate for this supplemental appropria-
tions?

Admiral GIAMBASTIANI. There are different types of ballistic mis-
siles. If you are talking about submarine launched or ICBMs, the
answer is no, they would not be in there. But if they are Army
tackems, for example, which are short range, if they are MLRS bal-
listic weapons, which we use in Afghanistan and Iraq, then the an-
swer is yes.

Mr. BECERRA. Admiral, good point. Let me ask you this. Can you
tell us today that you are going to limit any request in this supple-
mental emergency appropriation which will not go through the reg-
ular oversight of this Congress to those types of ballistic missiles
that are necessary and are being used today in Afghanistan or in
Iraq?

Admiral GIAMBASTIANI. The only purchases

Mr. BECERRA. I think that only required a yes or no.

Admiral GIAMBASTIANI. The answer is the only ballistic missiles
that I am aware of that we would buy in a supplemental are the
types I just described to you.

Mr. ENGLAND. But we have——

Mr. BECERRA. Wait. Let me make sure, Mr. Secretary. I want to
make sure I hear the Admiral correct because we do not want to
find that later on money was expended for ballistic missiles that
you are not going to use in Iraq or Afghanistan that is necessary
to protect our forces.

You are saying, Admiral, that we will limit in this supplemental,
the Administration will limit in this supplemental any request re-
lated to ballistic missiles that are related to the operations in Iraq
and Afghanistan that you are in need now for the battle field to
protect our troops?

Mr. ENGLAND. I have to answer this. No, I am going to answer.
Since the Admiral works for me, I am going to preempt him. Okay?

Mr. BECERRA. Okay. It is above his pay grade, huh?

Mr. ENGLAND. The problem we have is a fundamental issue here
about recovering costs of the war. Now, look, this is——

Mr. BECERRA. My time has expired and I know where you are
going, and I agree with you. You have got to recoup your costs. But
you do not do that through a supplemental emergency funding re-
quest. We cannot go through and ask you in detail about all these
issues because in a supplemental, we have only a short amount of
time to try to determine whether we are yea or nay on giving the
troops money.

Mr. ENGLAND. Mr. Congressman, look

Mr. BECERRA. Mr. Secretary, if I could finish. I know where you
are heading. I do not disagree with what you are talking about in
terms of long-term costs and long-term funding of our missions.
But you are not talking about long term. You are talking about re-
placing equipment and soldiers today.
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Our troops are not interested in knowing what it will be in the
horizon five years from now. They want to know what is going to
be on the ground helping them today. And the joint strike force
fighter may be a great aircraft, but it will not help the troops that
are there serving their tour of duty today.

And so I think what we are trying to figure out is why are some
of these items in these emergency supplemental requests that do
not go through the regular oversight process when we need to get
back the fiscal discipline so we are not spending so much money?
If it is legitimate, you will get it, but not through this emergency
supplemental process.

Mr. ENGLAND. Mr. Congressman, listen. I mean, we are ambiva-
lent. We do not write the rules about supplementals. I mean, that
is Congress and OMB made agreements in the past. We have a
methodology to recover cost.

As long as we agree on some methodology to recover the war
cost, we are completely satisfied. The rules to this point have been
war costs are recovered in the supplemental. And so that is how
we have costed this to recover the supplemental.

Mr. BECERRA. I hear you telling me——

Mr. ENGLAND. What is most important to our military, not just
those fighting today, but those who will be in the future protecting
our nation, is to be able to recover the cost, so we can replace
equipment.

Mr. BECERRA. Mr. Secretary, I hear you sounding a red alert that
you are going to be including things that are not appropriate to
this emergency supplemental with that response.

Thank you, Mr. Chairman.

Chairman SPRATT. Time to move on. Mr. Simpson.

Mr. SiMPSON. Thank you, Mr. Chairman.

Thank you all for the job you do. I appreciate you being here
today. It is fun; is it not?

Mr. ENGLAND. It is delightful.

Mr. SIMPSON. Let me see if I can get something straight because
it seems to be I have heard one thing and then another thing.

The question that we keep asking is whether we should be fund-
ing the war through supplementals or through the regular process
obviously.

I seem to have heard you say that in 2008, you are going to re-
quest the funding for the war effort up front instead of through
supplementals and that you expect—I think your words were that
you did not expect a supplemental to the 2008 budget, even though
we all know there will be one because it is a prediction of how
much is going to be spent.

Mr. ENGLAND. Thank you.

Mr. SIMPSON. But you are going to request the funding up front,
the majority of it?

Mr. ENGLAND. For the entire year recognizing, as you just said,
and thank you, Mr. Congressman, you are absolutely right, we will
estimate it the very best we can. But I can assure you a year from
now we will know a lot better and the costs will be either up or
down depending on what the circumstances are on the ground and
what the situation of the war is.
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Mr. SiMPSON. And how good your estimates are and, you know,
how true those follow through would depend on the size of a sup-
plemental and that you may have overestimated and there may be
money left over?

Mr. ENGLAND. I mean, we do not know what it will be. We do
not know what it will be in 2008. But you are right. We are going
to turn in our best—and as I said before, since you do not know
if the number is up or down, which you normally do, my experience
is you sort of straight line it because you do not know anything else
to do. So you do your best estimate, you straight line.

But I can assure you you are absolutely right. A year from now,
we will know much more and it could be up or it could be down.
And ?io it will have to be revised as we get closer to the 2008 time
period.

Mr. SIMPSON. It seems the debate is over. I mean, that is what
we really wanted, is to put the costs up front so that we have
some—I mean, the estimated costs up front so it is in the budget
base because one of the things you do not realize is that when you
are doing it all through supplemental rather than through the reg-
ular appropriation process and putting it into the budget base is
the effect that it has on the overall budget and consequently the
budgets of every other agency that we have to deal with when we
are looking at those types of supplementals instead of anticipating
up front what those costs might be.

Let me mention a memo and have you respond to it, if you
would, that my good friend from Texas here just gave me, a memo
of October 25th, 2006.

Subject: Ground rules—just a second. I need to get my glasses
on. Ground rules and process for fiscal year 2007 spring supple-
mental. I like the fact that we now have seasonal supplementals.
By this memo, the ground rules for the fiscal year 2007 spring sup-
plemental are being expanded to include the Department’s overall
efforts to expand the Global War on Terror and not strictly limit
it to Operation Enduring Freedom and Operation Iraqi Freedom.

Are we expanding what the definition is in the 2007 budget to
include everything under the sun that we consider in the Global
War on Terrorism?

Mr. ENGLAND. There are a few costs, and I say a few costs, that
will show up in the spring supplemental as specific needs identified
by the combattant commanders that otherwise are not covered.

So the vast majority is still Iraq and Afghanistan, but there are
a few items that are in the 2007 spring supplemental identified by
combattant commanders for the broader War on Terror because we
do have expenses obviously in the broader War on Terror.

We actually operate in places other than just Afghanistan and
Iraq. So some of those costs as a way of again recouping those costs
are included in the spring supplemental.

Mr. SiMPSON. Could you tell me what some of those might be,
where some of those might be occurring?

Mr. ENGLAND. I would rather have that discussion when we actu-
ally have the budget and details, and it will be better to do at that
point, sir. If I can do that at that time, we can quantify and be
much more precise.

Mr. SimMpPsON. Thank you. I appreciate again the job you all do.
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Mr. ENGLAND. And by the way, I am pleased to come back and
chat with you on that subject or any member of the Committee.

Mr. SimMPsON. Okay. Thank you.

Chairman SPRATT. Mr. Doggett.

Mr. DOGGETT. Thank you, Mr. Chairman.

Mr. Secretary, we all know that the most important cost of this
War in Iraq is paid in blood. But in looking at the dollars, I want
to be sure that the figures that we have here and what is called
the burn rate or the monthly spend-out rate are correct, that they
begin at about $4.4 billion per month in Iraq in 2003. They were
up to about $8 billion per month last year. And now that we have
the first quarter in on this year, they have already soared to about
$9.7 billion.

Do those sound about right? I think they pretty much match
what we saw on the board.

Mr. ENGLAND. Tina.

Ms. JONAS. Yes, sir, that is right.

Mr. DoGGETT. All right. You would expect that they would con-
tinue?to grow at about the same rate that they have grown in past
years?

Mr. ENGLAND. A proviso. Again, early on, we did not have reset
costs in the budget, and so we have some deferred cost that has
been in the budgets and eventually that catches up. And so you are
looking at some prior cost that is in current budgets, and I expect
that distorts it. I do not know how much it does, but that is the
distortion.

Mr. DOGGETT. Let us talk then about the President’s new esca-
lation plan and what it costs. We have had figures given of $5.6
billion for the cost of the troop increase of which 2.4 billion is for
the Navy.

Does that sound about right?

Mr. ENGLAND. The Department of Navy, I believe that is right.
So that is Navy and Marine Corps for Department of the Navy.

And, Tina, I think that is the right number.

Ms. JONAS. That is correct.

Mr. DOGGETT. The escalation and widening of the war with the
21, 22,000 additional troops, we believe that the cost of that is
about $3.2 billion for the year?

Ms. JONAS. Sir, that is approximately correct, yes.

Mr. DOGGETT. Thank you.

Now, there has been some lack of clarity as to whether the De-
partment thinks it already has the money to pay for those troops
to be there for a year or that will be included in the supplemental
or in some other form.

What is the position of the Administration as to whether what-
ever the will of Congress and the American people it has the money
to dispatch those 21,500 troops to Iraq and keep them there for a
year? Do you have that money in the existing budget or do you
need further action from Congress to do it?

Mr. ENGLAND. Well, we do have money in the budget, but obvi-
ously it runs out in the spring. So, the spring supplemental will in-
clude the cost of war including those costs through the rest of this
fiscal year. So, those costs and those costs otherwise not covered in
the fall will be in the spring supplemental.
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Mr. DOGGETT. All right. So another supplemental is coming?

Mr. ENGLAND. Yes. Again, the fiscal year 2007 spring supple-
mental. And, again, I think the Chairman said that at the very be-
ginning.

Mr. DOGGETT. I hope to get into that with you in a second, but
I want to be sure I am clear. As far as the cost of maintaining
these 21,500 troops for the President’s escalation plan in Iraq, it
is about $3.2 billion, and the Department feels that it needs that
$3.2 billion in order to be able to have those troops added this next
year?

Mr. ENGLAND. Well, we are already paying whatever the front
end of that bill. I mean, as that goes on, we will pay that bill. I
mean, we do not differentiate. Those dollars are not different from
other dollars that are spent on other troops. I mean, those troops
are not differentiated from troops, other troops that we have.

So we are spending that money and we will continue to spend
that money as part of the total war effort. And that money in total
will run out sometime May or June.

Mr. DOGGETT. Is further action from Congress necessary for you
to fund this escalation?

Mr. ENGLAND. Further money, yes, but it will be required not
just for this escalation, but just for the entire war cost. I mean,
again, it is all part of just one category of cost.

Mr. DOGGETT. With regard to the last appropriation’s bill that
this Congress passed, I know you are fully familiar with Section
1008 and the responsibilities that it imposes on the Pentagon to
come forward with the justification to incorporate these war ex-
penses into the budget.

Is the Pentagon fully and completely compliant with Section
1008 of the “John Warner National Defense Authorization Act”?

Ms. JONAS. Sir, we will comply with that, yes.

Mr. DOGGETT. You will? So we will get that justification for all
of the war spending in the budget we are about to get?

Ms. JONAS. That’s the intent. Yes, sir.

Mr. DOGGETT. And as far as future costs of the war, in fiscal year
2009, you are unable to give us any projection at all on that?

Mr. ENGLAND. As far as I know, we have no projection for 2009.
Again, we have projected 2008 as just a straight line from 2007,
but I do not believe we have done anything for 2009. I mean, that
is a long way in the future to be predicting war costs.

Mr. DOGGETT. Well, it is next year, right?

Mr. ENGLAND. Two thousand nine?

Mr. DOGGETT. Yeah. The next time you will be coming here will
be on the 2009 fiscal year after the current one.

Mr. ENGLAND. You are right, but again

Mr. DOGGETT. What we mark up this year, you will be back
again next year, and you do not have any estimates internally of
what the costs of the war are likely to be even a year from now?

Mr. ENGLAND. No, I do not. As far as I know, we have done no
projection for 2009.

Mr. DOGGETT. Thank you.

Chairman SPRATT. Mr. Conaway.

Mr. CoNAwWAY. Thank you.
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Mr. Secretary, Admiral, Tina, thank you all for coming here
today.

This has already been discussed in my absence. I was over testi-
fying on the House Resolution 6 Confiscation Bill. And if it has
been covered, please, I apologize.

We heard a presentation this morning from a very bright, intel-
ligent young woman, who talked to us about Jihadists and that this
is a Global War on Jihadists and that these elements could be all
over the globe and that they are a threat and will continue to be
a threat to Americans and American interests around the world.

As we look at how we fight those folks, that is a small unit, a
close hand-to-hand combat kind of thing, not the kind of a sweep-
ing war that some of our other platforms are there.

Then we have got an emerging nation 20 years down the road
that we are going to have to protect this nation or nation from, so
you have got—and I hesitate to mention any particular platform
because it gets that contingent group all fired up and excited.

But as an example, huge carriers are not necessary to fight hand
to hand in the streets of Baghdad. And so you guys have this ten-
sion between how do you continue to fight this fight over the next
four or five years, ten or whatever it is, as well as to prepare, con-
tinue to prepare and continue to bring on-line at an orderly pace
those platforms that will be needed to protect this nation from an-
other nation state of equivalent might or power.

Can you talk to us a little bit about how you go about that kind
of a 10,000 foot look at the tensions between the two, because there
is not going to be enough money to do everything?

In spite of the small percentage of GDP that is being spent cur-
rently, I do not know that that is—we are going to go back to the
World War II era or even the Korean levels. Can you talk to us
how you look at this conflict between a big iron and people on the
ground?

Mr. ENGLAND. Well, it is the debate we have literally throughout
the year, Congressman, because it is a tension we have. Your air-
craft carrier, you mentioned. But, of course, we had three of them
in the Gulf early in Afghanistan, you know. So you are right.

I mean, once in a while, people say, gosh, we have this cold war,
you know, we are still wedded to the old cold war. It turns out, of
course, we use mostly all that equipment. And in addition, we do
have an objective to deter threats against America, not just to fight
enemies, but to deter future threats, which is really what we obvi-
ously all prefer to do.

We do have that tension, and I will tell you sometimes that is
very difficult. So I will give you a thought. The joint strike fighter
was mentioned. It turns out, I mean, that is the only fighter air-
plane, multi-role fighter airplane we have under development in
the United States of America. And there are some people who say,
well, gosh, why do we need a new airplane.

First of all, we use it for the future, but also it is the only indus-
trial base we have, and I am not sure we want to shut down the
only fighter industrial base in the entire nation.

We build one submarine a year. We used to have 60 some and
we are going down to 48 submarines, which is sort of the minimum
level. We build one aircraft carrier every five years. And we have
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actually reduced our aircrafts the last couple years. So we keep
coming down in sort of that long-range asset base. And, of course,
what compounds it is as we come down, actually things get more
expensive for us, right, because we buy less.

By the way, we are buying one destroyer a year, half of one in
each yard. So it is not that we are buying a lot in terms of long
term. Everything is pretty much aging that we have. So that is a
tough tradeoff we have. It is not easy, but that is how we make
the money accomplish what we need to.

Mr. CoNAWAY. Do you as a department project those unmet
needs? In other words, we in Congress ought to be able to help
make that decision as to whether or not we are sacrificing future
defense of this country, future deterrents for short-term protec-
tions. Is there anything that you can help us with in that regard?

Mr. ENGLAND. Well, I will say this. I mean, since 2001, of course,
the Administration and the Congress have been very generous in
terms of increasing our base budget, which has at least helped us,
you know, address some of those needs. So we have had increased
dollars available.

I will also tell you that with the help of Admiral Giambastiani
and the joint staff and a lot of other people, we have gone back and
rescrubbed requirements, so we have changed our processes so we
can reduce our costs and be more effective and all those things.

We have actually reduced the size of the Navy, as you know. We
are now reducing the size of the Air Force while we are increasing
the size of, you know, the Army and the Marine Corps.

So these are tradeoffs we make every day between what are our
current needs and what is the future including our research and
development. There is no magic to this. This is people of good faith
who have a lot of knowledge, background, and experience.

We have a forum in the Pentagon where we debate and discuss
openly with our military and civilians and we jointly together make
all these decisions across the Department.

Mr. CoNAWAY. Thank you, Mr. Secretary.

Chairman SPRATT. Mr. Berry.

Mr. BERRY. Thank you, Mr. Chairman.

And I thank all of you for being here today.

I do not think there are any simple answers to this, and I am
sure you concluded that a long time before I mentioned it.

Mr. ENGLAND. Thank you.

Mr. BERRY. My question is, we are told over and over again that
our active military units in the states are not ready, that they do
not have the equipment and the training that they need to be de-
ployed if it was necessary for them to be deployed, and that our
National Guard and Reserve units are not ready.

And I know that a brigade that was deployed from my State,
after they returned from Iraq, they still have not had their equip-
ment replaced and they have got some significant needs that have
not been met.

Is this because of the lag time between the supplementals and
the regular reset that is put in the budget or are we not putting
enough money in there? Does it just take that long to get that
equipment built and put back?
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Mr. ENGLAND. It is both. And I will turn it over to the Admiral
Giambastiani. But I would say, Congressman, it is really both.
That is, we did not ask for the money, I think because there was
sort of an understanding not to put that kind of money in the sup-
plemental. So for a long time, we did not and we built up a back-
log.

Then once we started getting the funding, it took a while literally
to fill the pipeline. So now we do have all the depots to sort of fill
up and we have the funding and things, but there is a time lag now
to get it out of the system.

So part of it is, you know, shame on all of us who did not get
the money early enough and then there is a time lag to get it, but
it will come out the pipeline, and that will help the situation, I
think, considerably.

On the other side of this, and here is the question, we have all
this equipment deployed to fight the war, so does everybody else
get a full set of equipment while they are home? I mean, that is
sort of a fundamental question because you can go over and fall in
on the equipment.

And also, frankly, as we have learned, the requirements have
gone up on our military in terms of their needs, so their readiness
has been a moving target because we learned and we equip them
differently and more fully. And so that is also part of the issue.

I mean, this is not a static environment. It is a very dynamic
change in environment and we try to manage this in a dynamic
way. And so you are right. There are no sort of simple answers to
all this. Every one of them is a complex issue. And, again, I will
tell you people of good faith do the best job they can with the best
judgment and experience to arrive at those decisions.

Admiral, if you would make a comment.

Admiral GIAMBASTIANI. Sure.

Congressman Berry, I think the Deputy said it pretty darn well.
If you try to look at the replacement time for a Humvee, for exam-
ple, just an up armor Humvee, it is not as short as we would like
it to be, although we have ramped up production rates tremen-
dously with the great support we are getting here.

But if you look at also the time to replace a helicopter, we have
lost some Chinooks, we have lost CH47 Sea Knights, you look at
these types of things, it takes a while to get them.

Now, some of these units that you are talking about simply did
not have all of their equipment in the first place. Okay? They just
simply did not have it all in the first place. And so we are, in fact,
putting in—we have got the funding in for that equipment and it
just takes a period of time to get it in there.

We have also used preposition stocks. Some are afloat, some are
ashore. We are now replacing those. So what I would say to you
is that we are getting our training done because we know what
type of equipment we need, but not every unit will be full-up and
it 1s just going to take some time to get them replaced.

Mr. BERRY. But I can tell my Guardsmen that they are going to
have it?

Admiral GIAMBASTIANI. Yes, sir. Yes, sir. That is a fact.

Mr. BERRY. Thank you.

Chairman SPRATT. Mr. Campbell.
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Mr. CAMPBELL. Thank you, Mr. Chairman, and thank you all for
being here.

This is just a little follow-up on Mr. Simpson’s thing, but I think
we talked about the rules. You talked about the rules, Mr. Sec-
retary, for supplementals and otherwise. Supplementals are sup-
posed to be for things that are unanticipated. I mean, that is one
of the primary uses of a supplemental.

I think a bunch of us on this side for fiscal reasons not just re-
lated to defense, but are worried about abuse of the supplemental
process by using it for things which are not unanticipated.

And clearly the last supplemental, defense supplemental had
things in it which I think were not either urgent or unanticipated
or b(()ith. And these should be things that are urgent and unantici-
pated.

What I think I heard you say to Mr. Simpson is that in fiscal
2008, at least, because we anticipate that we will probably be in
Iraq through fiscal 2008, we anticipate that we will have a pres-
ence in Afghanistan through fiscal 2008.

The President has said that the War on Terror is likely to last
for a period of time, so fighting the War on Terror at some level
in various theaters is not unanticipated going through fiscal 2008.

So just wanted to ask again and clarify that in fiscal 2008, you
are going to try and put in the budget all the costs for the War on
Terror that are anticipated. Now, if a new theater opens up or
something flares up that we do not expect or whatever, obviously
that is appropriate use.

But to basically continue the prosecution of hostilities in which
we are currently engaged, I think, does not meet the thresholds of
either unanticipated or urgent. Does that——

Mr. ENGLAND. Well, just one comment. I mean, the other year,
the price of oil went up dramatically, $70.00 a barrel, and that cost
us how many billion dollars, Tina?

Ms. JONAS. At least a couple billion dollars.

Mr. ENGLAND. So you got a couple billion dollars just bang, right?
I mean, it happened almost instantly to us. And so if I had tried
to handle that a year ahead of time, I could not have operated
ships, the military could not have flown our airplanes because we
would not have had the money to buy fuel.

So things actually happen over a period of time that changes
those estimates, and that is my only point. Again, we can do it.
Look, it is fine, however we can do it.

The only thing I would caution is when we do that estimate a
year in advance, when circumstances change, the war heats up or
the war goes down or equipment gets damaged, whatever it is,
there needs to be a mechanism. I mean, otherwise, it is not fair to
our men and women that we are putting out there to defend our
nation. That is all.

So we just need a mechanism. If we estimate ahead, with cer-
tainty, some things will change in those estimates, and we need a
mechanism to handle it as late in time as we can.

Mr. CAMPBELL. And I understand. I obviously understand the
gravity. The example you gave, I am not sure is a real good one
because arguably every department in government uses fuel and
had to anticipate the same fuel costs. And I——
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Mr. ENGLAND. But they are not operating combat airplanes with
troops on the ground. I mean, we have an obligation to people we
put in harm’s way. So it is different than other departments, frank-
ly. It is not just trucks running around the country. I mean, we ac-
tually use this to save lives and prosecute the war. Look, again, as
long as there is a mechanism that we can adjust the estimates, it
all works.

Mr. CAMPBELL. Thank you.

I will yield back, Mr. Chairman.

Chairman SPRATT. Mr. Boyd.

Mr. Boyp. Thank you, Mr. Chairman.

Mr. Secretary.

Mr. ENGLAND. Mr. Boyd, how are you, sir?

Mr. Boyp. Mr. Secretary, you said earlier you have been in your
job one and a half years?

Mr. ENGLAND. As the Deputy. I believe it has been one and a
half.

Mr. BoyD. You obviously did not make the decision to fund the
war through supplementals, did you?

Mr. ENGLAND. No, sir. I don’t get to make that decision.

Mr. BoyD. You tried today with mixed success, I suppose, to de-
fend that decision. But I want to tell you I am a new member of
this Committee and I am a little frustrated and I am shocked by
what I have heard today.

And I guess I should not be surprised that our Defense Depart-
ment has so many accountability problems and issues based on the
answers that I have heard today. And I want to express my feel-
ings, if I could, Mr. Chairman, very briefly.

In spite of the fact that we have a big, huge team in the Pen-
tagon of deputy secretaries and under secretaries and comptrollers
and accountants and war planners and field generals, you are tell-
ing us that we cannot, a $500 billion operation which has been
doing the same thing for 200 years and many of the people in that
have spent their whole careers in it, cannot plan their activities
and what it will cost one year out. I am telling you, Mr. Secretary,
it is—

Mr. ENGLAND. Well, that is not the case. Nobody said that, sir.
We project five years out.

Mr. Boyp. Well, I thought you said that you could not put the
estimated costs of the war in an annual budget because it was a
such moving target, you just could not do it.

Mr. ENGLAND. No. I said if you do it, you do it with less precision
than if you do it nearer term. So anything in life that you estimate
far in advance is not as good as something that you do nearer term.

So you can certainly do it, but war is dynamic. It is actually not
totally under our control. It turns out, you know, the people we
fight have a say in that. So what they do does cause a dynamic en-
vironment and that tends to affect cost.

Mr. BoyD. Mr. Secretary, I have got a very limited amount of
time. I think most of these members here heard what you said
about that, and the justification was that if you wait and ask for
a supplemental putting zero in annual budget, you more likely hit
the number closer.
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I do not follow that justification, but I want to ask you a specific
question about some of the things you said.

One of the charts that was shown earlier showed the number
from 2003 to 2007 of the supplemental request or the supplemental
appropriations. And in 2005, you saw a pretty large jump. And
there was a question asked, I think by Mr. Ryan, about what
caused that, or maybe it was the Chairman. And your answer was
that it had to do with reset cost, that when you lost equipment in
the war, that you had to replace it at some point in time.

Why would you not plan for those reset costs ahead of time? You
know it is going to happen, particularly given the fact that your
generals now and your chiefs are telling us that that severely im-
pacted readiness and the mission capability of our units with the
number of our units moving from C1 to C3 or 4 having increased
significantly.

Mr. ENGLAND. So let me clarify. I did not mean to mislead you.
First of all, I did not say zero in the future. I said we have taken
a straight line of 2007 and estimated in 2008 because that is the
best we have. So we are estimating 2008. We are not zero esti-
mating in 2008.

And what I tried to explain, and I am sorry if I was not clear
on this, 2005, prior to 2005, it was, at least my understanding, it
was sort of accepted policy that you did not put reset cost into the
supplemental, so no one did. And then that caused a backlog.

Mr. BoyD. We did not put them in the regular budget either? We
did not them in either?

Mr. ENGLAND. In either. So it did not show up. And so the first
time that was actually addressed was in 2005. So in 2005, we start-
ed to address the reset cost and that then built a backlog, and we
have been working off that backlog.

And as we just had the conversation before with Congressman
Berry, as that works off, then equipment becomes available and
helps the troops who are here in the United States in terms of
their training, et cetera.

Mr. Boyp. Well, I do not know what the intent was, but the ef-
fect of that is that the cost of the war has been hidden from the
public, and I think that is why many of us are very happy to know
that now when you make your budget presentation for 2008, you
will include all of the costs for 2008. Now, it might be in a separate
document, but nevertheless we will know at that time.

And I assume from that then that your 2007 supplemental will
only include 2007 costs, not any 2008 costs. Is that a fair assump-
tion?

Mr. ENGLAND. That is correct. The 2007 supplemental will be the
rest of year 2007 and then 2008 will cover the year fiscal year
2008. That is correct.

Mr. BoyDp. Thank you, Mr. Chairman.

Thank you, Mr. England.

Mr. ENGLAND. You bet. You are welcome, sir.

Chairman SPRATT. Mr. Porter.

Mr. PORTER. Thank you, Mr. Chairman.

And I thank you for your testimony. It is good to see you again,
Mr. Secretary.
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I am a new member of the Committee, so bear with me as I ask
some questions possibly in the past.

I was looking at the chart that we had earlier. I think it was
chart one. And it showed national defense discretionary and man-
datory, and there was a period of seven or eight years, from 1993
through early 2000, where there was a substantial reduction in the
discretionary and mandatory spending.

Having said that and looking at the substantial increase after
2001, because of, I am sure, 9/11, could we guesstimate how much
of this budget from 2001 on was just to catch up in getting our
equipment back to state-of-the-art?

My understanding is during that era of time, if you were to take
a hundred airplanes at Nellis Air Force Base, you would need fifty
of them for parts and tires. And that may be folklore, but I did
hear that periodically.

So looking at that frame of time, again that eight years in the
mid 1990s to catching up, how much of this budget through the
last three or four years has been just to catch up to get us back
in state-of-the-art?

Mr. ENGLAND. Mr. Congressman, I do not know if I can give you
exact numbers, but I can tell you I am not sure we ever caught up
and I am not sure we ever will with the budgets we have.

You know, there was “the procurement holiday.” The Army’s esti-
mate, I know General Pete Schumaker has said that the Army was
$100 billion short and when this war started, they were $56 billion
in the hole. And that is part of what the Admiral just said about,
you know, the units were not equipped and so we had a lot of “hol-
low” particularly Guard and Reserve units when we went into this.

So there is a major effort and major dollars to fill in those holes
and to recover from, you know, the budgets of the 1990s. So that
has kept us in a significant deficit position.

I am not sure we have ever caught up and I am not sure we ever
will, but also I am not sure anybody can come out with detailed
factual numbers, but the Army feels like they pretty much under-
stand. I know that the General has testified that in his procure-
ment accounts, he started in the hole by $56 billion. It takes a long
time to make up that kind of a deficit.

Mr. PORTER. I think it is important that that be a part of the dis-
cussions looking at the overall cost.

My next question, of our budget, what percentage is salaries,
benefits, and just taking care of the troops?

Mr. ENGLAND. Tina, I will let you answer that.

Ms. JONAS. Sure.

Probably about two-thirds, about 30 percent for readiness and
support, another 30 percent for medical and pay, which, as this
Committee has heard before, we are very concerned about the in-
creasing cost of healthcare. We spend $39 billion annually, which
is about the entire defense budget of Germany, on healthcare. So
that is an important piece. And then we spend another four percent
on housing and the balance, about 36 percent on procurement and
investment, R&D accounts.

Mr. PORTER. While we are on that subject, and I have a little bit
of time left, are there some areas that we should be addressing in
the budget for the families and our men and women in uniform?
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I know we have done an excellent job trying to catch up with some
of our bases, with housing. But is there some other areas that we
need to really concentrate on to help these families?

Mr. ENGLAND. My judgment at this point, we are in pretty good
shape, and I think our people feel that they are being well treated.
We have done a lot for our housing. We have done a lot for
healthcare, a lot for salaries, a lot for retirement. So I think we
have done a lot, and we are in a pretty good position at this point.

I will just, if I can, add one comment, and I keep hearing this
discussion about a continuing resolution. You know, we do have an
appropriations for 2007. There is a companion bill to that which is
our mil con and it is not just

Ms. JONAS. Quality of life.

Mr. ENGLAND. And quality of life, and there are hugely impor-
tant dollars in that bill that if it is not passed as a 2007 bill would
be extraordinarily detrimental to our men and women in uniform.
So we have been working very hard with the Congress in that re-
gard because that is a case where it would be harmful to our mili-
tary if we did not pass the 2007 bill for——

Admiral GIAMBASTIANI. Mil con and quality of life.

Mr. ENGLAND [continuing]. For mil con and quality of life as a
companion to our appropriations bill. So I will make a comment.
That is one place that if anyone has influence in that regard, I
would like to make that comment.

Ms. JoNAS. Could I just add, there will be about a billion dollar
shortfall if we do not in the healthcare area and housing area,
which if any of these members—many of you understand the no
out-of-pocket costs which we have worked so hard with for the mili-
tary families who are living off base. They would be affected by
this. And another four billion, a big portion of that affecting the
Army and troops coming home from overseas. So we would appre-
ciate any help you can give us.

Mr. PORTER. Thank you very much, Gordon.

Chairman SPRATT. Mr. McGovern?

Mr. McGOVERN. Thank you very much, Mr. Chairman. I want to
thank you for being here today and I'm new, too. So you're now get-
ting the rookies who are now going to ask questions. Let me say
something that I haven’t said in a long time and that is I agree
with all my colleagues, Republicans too. And the other committee
I serve on is the Rules Committee. We don’t even agree on what
the correct time is, so this is a new experience for me to actually
be in agreement with everybody.

And I think what you hear is unanimity in terms of our frustra-
tion over the way this process has been unfolding the last few
years. And maybe this is not your impression, but I kind of get the
impression that following kind of the regular budge process is
being painted as something that is extraordinary or is almost im-
possible to do. Yet, it’s not the first time that administrations or
presidents have done that. I mean, Harry Truman included funds
for the Korean War in the regular budget in the first year of that
conflict. President Johnson did. President Clinton included Bosnia
in the second year of that deployment. So I think for some of us
it’s a little difficult to figure out why Iraq and Afghanistan have
to be so different. And it’s difficult too because we’re getting lots
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of questions about, you know, whether we’re spending our money
properly, how were spending our money from our constituents.
And under this kind of process it’s very difficult to be able to have
agly input or to be able to say that we’re holding people account-
able.

And so I will say this. My prediction is that things are going to
dramatically change. Not just by appeals from this Committee but
I think by other members of Congress on other committees I think
are going to demand a change.

Mr. ENGLAND. Well, it is changed. I mean, fiscal year 2008’s

Mr. McGOVERN. Well, I know, but as you explained the fiscal
year 2008 I'm not totally convinced that really things do change.
I mean, what you kind of said is that we’re basically going to make
a request but, you know, we’ll probably have another supplemental
as a result of that.

But I want to go back to a point that you alluded to in a response
to a question by Mr. Barrett a while ago and that was with regard
to the January 11 DOD announced several policy changes in the
deployment rules for the National Guard and Reserves in the coun-
try. And you mentioned one of the most controversial changes,
which seeks to circumvent existing limitations on deployments of
the Guard. And under the current rules members of the Guard can
be mobilized for one year and then demobilized for five years. The
Pentagon says that this one to five ratio will continue to be it’s
“policy objective.” But, and I further quote, “today’s global demands
will require a number of selective Guard/Reserve units to be re-
mobilized sooner than the current policy goal.”

But what you didn’t mention were some of the kind of other de-
ployment rules changes which I think have a budgetary impact. I
mean, deploying reserve forces by unit rather than on a person to
person basis; reducing the maximum mobilization time for reserv-
ists from the current eighteen months to one year; provide com-
pensation to members of the active or reserve components who are
required to mobilize or deploy ahead of their normal schedule, or
whose service is extended beyond their normal rotation; and re-
quire a review of the hardship waiver programs for personnel fac-
ing deployments. My question is this: I mean, aren’t you concerned,
one that remobilizing our units will negatively affect the avail-
ability of members of the Guard and Reserve to respond to crises
here at home like Hurricane Katrina? And then the other question
is what will be the budgetary impact of these policy changes, espe-
cially the provision to compensate active or reserve units whose
service is extended beyond their normal rotations?

Admiral GIAMBASTIANI. I think I can take a couple of those. In
each case, when we look at the active and reserve component we've
got a balance here. Also in this policy set of announcements we've
said that we’d like to have our active component deployed for one
deployment, one unit, one year, six months, whatever it is, and
then be home for at least twice that amount of time that they were
deployed. Today, for example, most of our ground combat units are
on a one to one deployment/home/deployment/home. In the Navy
we call that port and starboard. Long term, that has a very detri-
mental effect. In fact, Mr. Barrett asked a question earlier, what
is the cost when you balance these off on how you do it between
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active and reserve components and how often you do these? At
some point when you put heavy deployments on folks, they tend to
vote with their feet. Right now, fortunately, we have record enlist-
ments and record reenlistments across all four services.

So what we've tried to do is add in strength force structure in
the active component side to get those deployment ratios into a bet-
ter balance of one to two, for example, as opposed to one to one as
it is right now.

What we’d like to do on the Reserve component side, for those
that deploy in units to be one to five. But we may have to take cer-
tain units, go down to one to four. We would like not to break that
any further down than one to four. So we look at those deploy-
ments, if you will, in that type of balance. We make these judg-
ments constantly.

The rest of those incentives, for example, are to recognize that
if we've told somebody, “typically we want to deploy you for a cer-
tain set of time” and we extend you for some period, we like to re-
imburse them to recognize their service.

Mr. McGOVERN. No, and I'm not objecting. I'm just curious about
what the budgetary impact is going to be. And my other question
was about, you know, whether this change in policy, you know, is
going to impact our ability to respond to crises here at home?

Admiral GIAMBASTIANI. Well actually, I think that the change,
for example, in the Reserve component side will actually make it
better for us to respond. Because we are taking entire units as op-
posed to trying to form a unit out of thirty different states and
maybe thirty different units. That is very difficult because it not
only impacts the unit that you're trying to put together, but it im-
pacts all of those other units, too. So then when you have to use
them for either something in the United States or something over-
seas you have to wind up getting people from many other states.
And that takes time to deploy those units. We’d rather do this in
a unit basis.

And this is one that, frankly, the Army and the Marine Corps
have been very, very positive on. And frankly, talking to all our
National Guard leaders, for example, Lieutenant General Steve
Blum, the National Guard Director, went through a recent con-
ference with governors, adjutant generals, and senior leadership
throughout the National Guard. And they are uniformly, across the
board, very, very positive on doing unit deployments for units as
opposed to trying to do this mix and match across the board. So
I think we're going to get some real positives out of this. And we've
gotten good positive feedback.

Mr. MCGOVERN. My time is up. Thank you.

Admiral GIAMBASTIANI. Yes, sir.

Chairman SPRATT. Mr. Smith?

[No response.]

Chairman SPRATT. Mr. Scott?

Mr. ScoTrT. Thank you, thank you, Mr. Chairman. I think that
a lot of the questions that I had have already been asked. And I
think Mr. Campbell and Mr. Boyd kind of fleshed out the mis-
understanding we had to begin with. Because it appeared at the
beginning that we’d be doing the supplemental war thing kind of
indefinitely. And I think what I'm hearing is you're going to take
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your best shot in getting all of the Defense Department expendi-
tures in next year’s budget, war and otherwise, and take your best
shot at estimating them.

Mr. ENGLAND. That’s correct. That’s correct, Mr. Scott.

Mr. ScotT. So we won’t have to have this

Mr. ENGLAND [continuing]. Discussion again, hopefully.

Mr. ScoTT. Now, one of the problems we had a couple of years
ago when this thing started is that the estimates for the costs were
so far off. I think where this Committee was instructed, in fact, not
even to bother about budgeting the war because you didn’t budget
the revenues from the oil, so don’t budget the costs. What have we
done to try to get the estimates a little closer to reality?

Mr. ENGLAND. Well, Mr. Scott, right now, I mean, the estimates,
everything to date is pretty much actual cost. I mean, we know
how many troops are deployed. We know how many steaming
hours, flying hours, operating hours of our vehicles, we know
equipment damage, destroyed, replacement costs, etcetera. So at
this point, you’re pretty much real time in terms of actual cost. And
so, again, supplementals pretty much capture the reality of warfare
and that’s what we try to do as we go along. And you’ll see some
more of that this spring. And then we’ll project it for 2008. But at
this point my best judgment is you’re pretty close to what we know
the costs to be. And if it was badly estimated in the beginning, I
mean people just didn’t, you know, capture this as part of the
whole effort of trying to look way ahead during warfare.

Mr. Scort. The 2008 budget, will that be, are we going to do a
five-year budget or a ten-year budget this year?

Mr. ENGLAND. No, we do five-year.

Mr. ScorT. Just five?

Mr. ENGLAND. Five years.

Mr. ScoTT. Do you have, and you didn’t want to get into details,
but will there be an assumption on troop levels for the entire five
years?

Mr. ENGLAND. Mr. Scott, it is only, I believe, 2008. As far as I
know, we do not have a projection 2009 and on. Right Tina? It’s
only 2008?

Ms. JoNAs. 2008, sir.

Mr. ENGLAND. And that is literally, as best I recall, it’s a straight
line for what we’re doing in 2007.

Mr. ScoTT. For the whole five years?

Mr. ENGLAND. No, just for 2008. I mean, we’re only providing a
2008—at this point that is my understanding.

Mr. Scotrt. Will the 2009 and 2010 budgets reflect the fact that
we are going to still be there?

Mr. ENGLAND. I would feel that we would still be there. I mean,
some degree. Certainly we’ll have some presence I would expect in
both of those countries during that period of time. But I don’t know
at this time of an estimate that we have for 2009 and on. Now,
there may be. I mean, I am just unclear about this. I do know 2008
we took a straight line out of 2007 to do 2008. That was our input
into the system.

Mr. Scott. Well, you’ve got five years. I mean——

Mr. ENGLAND. I mean, like you we’ll have to wait for the budget
to come out. So you may be ahead of us in this discussion.
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Mr. Scort. Okay, well I would hope since you are not giving any
details and we will see it when it comes that you are going to have
adequate healthcare for your injured troops, including mental
health?

Mr. ENGLAND. Yes.

Mr. ScoTT. And an adequate ship building budget.

Mr. ENGLAND. We will let you talk to the Navy about that.

Mr. ScorT. Do what you can. I guess the other question I had,
as you know some of us are not particular about this escalation.
Is there anything that this Committee can do to affect, to disrupt
the projected escalation in troop levels? Is there anything this Com-
mittee could do?

Mr. ENGLAND. I don’t know how to answer that question. I mean,
I don’t know what you mean, “what this Committee can do.” So

I

Mr. ScotT. Well, is there anything that the administration would
respond to that this Committee could do to let you know that we
don’t support the escalation?

Mr. ENGLAND. Mr. Scott, the plus up in the troops, we are fund-
ing that right now. I mean, it doesn’t require special authorization.
I mean, we can fund those troops. So this is just another added cost
to the war. And it gets all mixed in with all the other costs of the
war. So the 2007 supplemental will have money to cover this. But
we are burning that money right now. I mean, we are actually
burning that money. So it’s all part of just a total war cost. There
is no differentiation. I mean, these troops are no different from any
other troops in terms of the budget itself. So 2007, I mean we will
start to run out of money in terms of the total war effort and some-
time in April we will need approval of the Congress of the spring
supplemental to continue the total war effort. And so that’s, I mean
that’s where we’re going to be. And the reason it’s the middle of
April, because we have to have lead time away from, you know, if
you think you are going to run out of money in June you actually
have to start taking measures much earlier. So we would then have
to reprogramming, moving money.

Last year, I will tell you, we had to literally take all the salary
money from the fourth quarter and move it forward. I mean, we
took all the money forward out of the base budget to fund the war
because the supplemental was late. And that was highly, highly
disruptive and very costly to the Department of Defense to move
all these monies, stop programs, etcetera, then get it all back on
track again. So what I would encourage is the other side of this.
Rather than thinking about how you may disrupt it, I would en-
courage this Committee and all the committees to timely, to have
a timely approval of the spring supplemental so we don’t have cost-
ly disruption as we go forward.

Chairman SPRATT. Ms. Hooley?

Ms. HOoOLEY. Thank you, Mr. Chair. I have some questions and
I apologize because I was at another meeting, why I came in late.
So if you have answered these please accept my apologies. I also
used to serve on this Committee, I have been off of it for a couple
of years. One of the issues earlier when I served on this before was
auditing. And have we, the military, been about to make it through
an audit yet? One question, I have got several. You talk about a
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spring supplemental. Are we expecting to see a fall supplemental
and a winter supplemental? What has so far been the actual cost
of the war? Can we break down into categories, for example, what
has, what have we spent on trying to rebuild infrastructure there
versus personnel and equipment, and cost for replacing equipment,
housing? Can we break it down into categories? I have other ques-
tions, but you can start on those.

Mr. ENGLAND. So if you take the first one I'll take the second one
because that is easiest.

Ms. JONAS. Okay. You had a question about auditing?

Mr. ENGLAND. Audits.

Ms. HOOLEY. Right.

Ms. JoNAs. The Army, for example, none of the services have
been able to undergo a full independent audit. And so we are work-
ing with that. I explained earlier to the Committee we have a Fi-
nancial Improvement and Audit Readiness Plan. We have, between
our assets and our liabilities we have got about a trillion dollars
that can receive a clean opinion. We are working on the systems
that will make a Department-wide audit available to us, and so we
work that. But as you know, the Department conducts a lot of au-
dits in general. We have plenty of auditors. And for example, I
have the Defense Contract Audit Agency. They do 35,610 audits
they did last year, and they reviewed about $346 billion of the De-
partment’s funds, saved over $2.3 billion in cost recovery. So we do
pay attention to that and we appreciate your interest in that area.

With respect to the break down of the costs for the war, we've
spent so far about $372 billion; $276 billion for Iraq and $69 billion
for OEF, which is the Enduring Freedom or Afghanistan, and $27
billion for Operation Noble Eagle. As we submit our reports to the
Congress, and we do that on a quarterly basis, we submit to GAO
the cost reports monthly, those are all broken down by categories
and so those are available.

Mr. ENGLAND. And the other question dealt with do we expect to
have a fall and next winter supplemental, and the answer to that
is no. That is not planned, although there is sort of this proviso,
it would depend on how well we estimated. But the plan is to have
that in the base budget next year.

Ms. HoOLEY. I asked if we can break it down into categories, and
you said yes, so we know how much we've spent for rebuilding
costs, or trying to rebuild infrastructure there?

Ms. JoNas. I don’t have them off the top of my head, but they
are available in our quarterly reports that the Congress receives.
It’s broken down into quite a bit of detail. It lists all that, yes,
ma’am.

Ms. HOOLEY. Do you further break it down, for example, as we
are adding a surge of another 21,500 soldiers, can you break it
down into what it costs per soldier?

Ms. JoNnas. We could certainly do that for you. I don’t have that
right now, but our average costs are about $121,000 in that. But
we are having additional costs. The Admiral alluded to some of the
equipment, etcetera.

Ms. HooLEY. Have we received any money, we talked about
when we went into this war that some of the costs, the burden
would be paid for by recouping some of the oil, and that they would
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repay us back money as they got their oil wells up and running.
Has any of that happened?

Mr. ENGLAND. Well, perhaps indirectly, that is they actually fund
some of their own operations. But, I mean we are basically funding
the training and equipping of Iraqi and Afghan forces. So their
money, as far as I know we will have to, again, verify with you,
but I do not believe that they are actually paying our bills. I mean,
they are paying their bills and in addition we are paying bills to
help train and equip their forces which obviously we want to do as
soon as we can because that is how our troops eventually leave, is
to have their troops able to do the fight. But we have money in the
budget to do that. So there is train and equip money in the budget
to train and equip both Afghan forces and Iraqi forces.

Ms. HOOLEY. You use the word “reset” for replacing the equip-
ment that is broken down there. Is that the right word?

Mr. ENGLAND. Yes, it is either to replace or repair.

Ms. HooLEY. All right. And do we do that for the Iraqi Army as
well? Or is it just for our troops?

Admiral GIAMBASTIANI. Do we include some equipping costs?

Ms. HoOLEY. Right. I mean, do we, for example, as we are in-
volved with the Iraqi Army——

Admiral GIAMBASTIANI. Yes, ma’am. If I could?

Ms. HooLEY. Okay.

Admiral GIAMBASTIANI. The Iraqi Army, for example, and the Af-
ghan Army fund, and Iraqi police forces, fund a lot of what they
are doing. However, in the supplemental to accelerate, for example,
their equipping so that they can be more independent, we have in-
cluded dollars for purchase to assist them in becoming more capa-
ble. But the base funding comes out of the Iraqi budget, for exam-
ple.

Ms. HOOLEY. And when you talk about “base funding,”what are
we talking about? What percentage are we talking about that we
pay for versus what they pay for?

Admiral GIAMBASTIANI. I could not estimate. We could get back
to you on that, but I could not estimate that for you off the top of
my head.

Ms. HooLEY. Thank you very much. Thanks.

Admiral GIAMBASTIANI. Yes, ma’am.

Ms. HooLEY. Thanks. Thank you, Mr. Chair.

Chairman SPRATT. Mr. Allen?

Mr. ALLEN. Thank you, Mr. Chairman. And I may be hard to see
but thank you all for being here through this process. I do have a
couple of questions, Mr. Secretary, and you can kick them off to ei-
ther of your colleagues if you wish. The President’s proposal to in-
crease the number of troops by 21,000 is not the only policy option
on the board, obviously. And therefore I am curious about alter-
natives in terms of the impending budget request. For example,
could you provide to the Committee an estimate for what it would
cost to fund the war in Iraq through the end of 2007 including an
estimate for the cost of withdrawing our forces by the end of 2007?

Mr. ENGLAND. We do not have any such estimate in work, Mr.
Allen. So, I mean, there is no effort underway. We have no plan-
ning to do that. As far as I know there are no operational plans
to go fund, so to do that, I mean, there would have to be scenarios
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and everything laid out and I don’t know of any of those that exist
within the Department. I mean, there is no planning to do that
within the Department of Defense.

Mr. ALLEN. So, but let me put it this way. It is within the capac-
ity of the Department to do that kind of planning and come up with
that kind of number, I would assume?

Mr. ENGLAND. I am sure there is. But I do not know of any ef-
fort, again, because it takes the Joint Chiefs and everyone who are
all sort of fighting the war, rather than deciding not to. So whether
that is doable or not is a different question that does not fit within
the framework.

Mr. ALLEN. Well, let me make the request. I would like that in-
formation. I think it would be helpful to this Committee and to the
Congress to have that information. We talk about withdrawing our
forces. We know we are not going to be in Iraq, I believe, most of
us believe we are not going to be there indefinitely. And therefore,
in order to have a healthy fact-based debate about leaving, it would
seem to me helpful to have that information. So I would make the
request.

Mr. ENGLAND. I have your request.

Mr. ALLEN. Thank you. Thank you. Now, this may have been
asked before but I do not, you know, unfortunately I have been in
and out of here today so stop me if it has been asked. But I under-
stand that information obtained from DOD has shown that through
October, 2006 the Department has obligated only $362 billion of
the $471 billion appropriated to DOD by Congress. And those, I un-
derstand, are CRS numbers. If that is true that would mean there
is more than $100 billion in unobligated balances still available to
finance military operations and reset. So my question is, can you
explain why this money has not yet been obligated, much less
unspent, when there are obviously continuing needs? And secondly,
if this number is right, doesn’t that call into question the need for
such a large supplemental request?

Ms. Jonas. Sir, I can answer the question. The actual figure I
just quoted to the Congresswoman is $372 billion. That is the more
updated figure. Remember, included in defense budgets are things,
including intelligence, that is not necessarily our own. So there are
those pieces there. And there are other things that are included in
some of these estimates. You know, the $70 billion that we have
been talking about that was appropriated last year. There were
things in it, including nine additional C-17s which we would not
necessarily classify as cost of the war. So our understanding at this
moment, my staff tells me that is about $50 billion that is unobli-
gated so far. And that will get us, you know, four or five months
down the road. I do not have the specific break out of the oper-
ations, but a good portion of that, of course, is going to be procure-
ment funding.

Mr. ALLEN. Okay, and when you drop the number from $100 bil-
1if9n to $50 billion, are you taking out the C-17s and those kinds
0

Ms. JONAS. Yes. Yes.

Mr. ALLEN [continuing]. Things that really aren’t related to Iraq
directly?

Ms. JONAS. Yes, sir.
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Mr. ALLEN. But still were part of the supplemental, or not?

Ms. JONAS. They were part of the supplemental, the $70 billion.

Mr. ALLEN. Past supplementals?

Ms. JONAS. Yes.

Mr. ALLEN. As I recall, about two years ago the Special Inspector
General for Iraq indicated that $8.8 billion that the Coalition Provi-
sional Authority had given to Iraq ministries could not be ac-
counted for and was not adequately tracked. Supposedly a lot of it
went to ghost employees. I guess wealthy ghost employees, if that
is true. What if anything did the Department do to account for that
large discrepancy? And what steps did it take in response to ensure
that such untracked spending would not occur again?

Ms. JoNAS. My understanding of the situation was that that was
Iraqi money. That was no Department money. I do not have all the
facts and figures, but I understand also that there were some, and
I may be incorrect on this, I need to correct the record on it if I
am not right, but there were prosecutions. I am sure that the audi-
tors that did their work, and I know that there was some attention
to that at the time, but it was Iraqi money as I recall.

Mr. ALLEN. That is my recollection. Now that you mention that,
that 11? my recollection as well. I see my time has expired. Thank
you all.

Chairman SPRATT. Mr. Etheridge?

Mr. ETHERIDGE. Thank you, Mr. Chairman. Mr. Secretary, thank
you for being here. Let me approach this a little different, a ques-
tion that’s probably already been asked in different ways. But I
think you can appreciate, you know, we talk about supplementals
and whether it is in or out, etcetera. But let me tell you what I
hear from my constituents. And I come to it differently having been
in the education side for a number of years as State Super-
intendent. And my guess is, if I had shown up with a supplemental
without justifying the budget they would have given me my head
and sent me back.

Now, it’s different and I recognize that because we are defending
the country, etcetera. But for the average person on the street that
doesn’t have any insurance, and a host of the other needs of this
country, they are, I think one of the problems we have, they're get-
ting awfully weary of Congress not, as you have heard from my col-
leagues on both sides of the aisle today, trying to ask the question,
you know, how do we get our arms around these supplementals
that we do not have time to talk about.

And that is really where we are. I think that is in a nutshell
what we are talking about. We are just sort of sliding around it
and not getting to it because all of these other needs are closing
in on us. And every supplemental, and I think part of the reason
we have not gotten them in the budget is it shows how much we
are spending. And all of the supplementals are outside the budget
so that we do not see the total cost of the budget all in one piece.
You may not want to comment on that, but I think that is really
the issue that we face as members of Congress when we talk with
our constituents. So help me with that one, how do we explain that
issue and what we have got to deal with?

Mr. ENGLAND. Well, Congressman it seems to me that, I mean
I come down on the other side. I mean, all of the war cost is in
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the supplemental. We know exactly what the war cost is. By hav-
ing a supplemental, you just total up the supplementals, that is the
cost of the war. If it is in the budget then I think it is much harder
to understand what the cost of the war is. So we have a base budg-
et. Man, train, and equip our forces in the base budget and that
is long term. And then we have another category called cost of war
and that is

Mr. ETHERIDGE. Yes. My point is, though, that you do not get to
talk about it, and it has been talked about it in different ways
here. Your point is, we get to talk about it after the fact.

Mr. ENGLAND. No, sir.

Mr. ETHERIDGE. But it does not go through the process.

Mr. ENGLAND. But it can. I mean, that is not our determination.
That is the Congress that decides to do that. The Congress can do
it. We turn in all the data. The fact is, there is more data, and the
Congress can put it through their committees. I mean, they decide
not to. But my understanding is that is a congressional determina-
tion, not our determination.

Mr. ETHERIDGE. Well, I was not on the Committee so please un-
derstand. But I think what they are trying to get to is it comes
through the authorizing side then goes to the appropriating side.
What is happening is, it is going straight to the appropriating side
and a lot of folks on the authorizing side do not get a chance to
get number one the understanding and number two the input.

Mr. ENGLAND. But understand, that is a rule of the Congress. I
mean, the Congress decides that.

Mr. ETHERIDGE. I think they are in the process of trying to
change that.

Mr. ENGLAND. Okay, and I mean I understand that. But, again,
I do not get my——

Mr. ETHERIDGE. No, I understand where you come from out
there. But I am trying to share with you what I think I see.

Mr. ENGLAND. Okay.

Mr. ETHERIDGE. From the frustration of the members today on
this Committee, anyway.

Mr. ENGLAND. Okay, I understand. And again, Congressmen and
Mr. Chairman, we literally came here to be helpful today and I
hope we have been helpful. And we understand your issues and
concerns. I mean at the end of the day it would seem to me that
what is most important is that we do have correct numbers and ev-
erybody understands what the money is being spent for and we can
account for it. And then, frankly, how you categorize it, that is sort
of what I call what bucket you put it in, the base budget or the
supplemental, I mean that is of interest and that is really your de-
termination how we do that. My interest is to make sure we iden-
tify the costs, we capture the costs, so that we get reimbursed for
the cost of war. And if we do that openly and as transparent as
we can and as factually as we can, then I think we serve the coun-
try and frankly if it is in a supplemental or the base budget I mean
that is not an issue with us. We just want to be able to capture
the costs and recover the costs.

Mr. ETHERIDGE. Well, I see my time has expired, Mr. Chairman.
I think part of that gets to the issue of what people read in the
paper are the huge open ended contracts.
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Mr. ENGLAND. I understand.

Mr. ETHERIDGE. And then we have to try and defend them, and
we have not had a chance to look at them. And then I meet with
my people at Fort Bragg and Pope and my National Guard and Re-
serve folks who do not have the equipment and necessary stuff
they need. And we have not had a chance to go through the process
and raise those issues. Now, hopefully that will come and I hope
you understand.

Mr. ENGLAND. No, I understand. And sir, we will be as sup-
portive as we can with you and with the Committee.

Mr. ETHERIDGE. Thank you, Mr. Chairman. I yield back.

Chairman SPRATT. Secretary England, Secretary Jonas, Admiral
Giambastiani, thank you very much indeed for coming. Thanks for
your patience and forbearance and your willingness to take on our
questions. We will probably have some for the record which we will
bﬁ sending to you, and we would appreciate your assistance with
those.

Mr. ENGLAND. No, absolutely. And this has been very helpful and
we appreciate the opportunity to have the dialogue, Mr. Chairman.

Chairman SPRATT. Thank you again for coming.

Mr. ENGLAND. Thank you.

Admiral GIAMBASTIANI. Thank you, Mr. Chairman.

Chairman SPRATT. Our next panel, if they will come forward
now? Robert Sunshine and Steve Kosiak. Gentlemen, thank you for
your patience and your forbearance also. I think you have testified
on the Hill before and you realize that the schedules slip like this.
Number one, we appreciate your coming. Number two, we appre-
ciate the quality of your work, your insights and observations. And
number three, we open the floor to you. You can proceed in any
manner you wish. If you have prepared statements that we make
part of the record you can summarize them, or you can read them
in their completion. I am told we have votes at 5:30 so we have a
little time ahead of it. Thank you again for coming. Mr. Kosiak,
thank you for coming. And Bob, let’s start with you.

STATEMENTS OF ROBERT A. SUNSHINE, ASSISTANT DIREC-
TOR, CONGRESSIONAL BUDGET OFFICE; ACCOMPANIED BY
STEVEN M. KOSIAK, DIRECTOR OF BUDGETS STUDIES, CEN-
TER FOR STRATEGIC AND BUDGETARY ASSESSMENTS

STATEMENT OF MR. SUNSHINE

Mr. SUNSHINE. I appreciate the opportunity to be here with you
today and I will just summarize some of the important points in
my statement. CBO estimates that since September, 2001 the Con-
gress has appropriated $503 billion for military operations and
other activities related to the war on terrorism. We estimate that
of these amounts, about $344 billion has been appropriated specifi-
cally for operations in Iraq. And there are some other appropria-
tions, for example for classified activities, some of which may be re-
lated to Iraq but that is not in the $344 billion number. Almost all
of these appropriations have been exempted in one way or another
from the normal constraints of the congressional budgeting process.

We estimate that in fiscal year 2006, the U.S. spent about $100
billion, that is an outlay figure, about $100 billion for its operations
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in Iraq and elsewhere in the war on terrorism. In 2007 that figure
will approach $120 billion, roughly $10 billion a month. That
means we are now spending on these activities more than twenty
percent of the Defense Department’s budget, and more than ten
percent of all of the government’s discretionary outlays. Those
amounts obviously merit a great deal of attention and care in the
budgeting process.

CBO has been asked on a number of occasions to estimate the
future costs of operations in Iraq and in the war on terrorism. Last
year, for example, CBO prepared for Mr. Spratt an estimate of the
costs of two scenarios that he specified. Those estimates were too
low. When we release our baseline projections at various points in
the year, we also offer some alternative scenarios that differ from
the simple inflation numbers that appear in the baseline. And we
will be releasing our annual outlook report next week and we will
have some alternative scenarios in that report.

But estimating the costs of war is always difficult because there
is so much that is uncertain about the pace and scale of future
military operations. And in this case it is much more difficult, be-
cause we really have very little information and data on which to
base our estimates.

Let me give a few examples. First, the DOD supplemental budget
requests have typically been accompanied by much less data and
much less justification than its regular requests. The $33 billion re-
quested for operations and maintenance as part of the 2006 supple-
mental was accompanied by only five pages of justification. The
2007 request for a total of $50 billion had much more detail, but
not enough and not in the form that would enable analysts to un-
derstand how DOD develops its budget requests.

Second, DOD’s monthly obligation reports provide limited infor-
mation. About one-quarter of the amounts obligated in fiscal year
2006, about $23 billion, was allocated for purposes that the reports
describe as “other.” With such little information it is difficult to es-
timate whether such costs would be incurred in future years. And
those reports also do not include obligations for classified activities,
which probably have cost at least $25 billion to date. The reports
also would be much more useful if they contained information on
operations along with the obligations: troop levels, flying hours, ve-
hicle miles, in each month. And that would help us and others to
understand the relationship between the costs that are being in-
curred and the nature of the military operations.

Third, funds for Iraq and the war on terrorism are largely re-
corded in the same appropriations accounts that the regular non-
war budget spending is recorded in. This makes it difficult to sort
out how much is actually spent on war related activities. The use
of separate appropriations accounts for war related spending might
be helpful.

Fourth, CBO frequently has difficulty obtaining the monthly re-
ports on war obligations and other data. We often receive informa-
tion months after data are officially approved for release. This
could be addressed by establishing a standard and much more com-
prehensive distribution list for war obligation reports and other
data. We would also like to have access to the COST model, the
Contingency Operations and Support Tool that the Chairman re-
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ferred to earlier, that DOD uses to formulate its supplemental re-
quests, or at least the data and the methodology underlying it so
we can better relate force levels, operation levels, to the costs.

A final broader issue involves the timing of budget requests and
the Committee has discussed that extensively today. Whether it
would be worthwhile for DOD to include the entire fiscal year’s cost
of activities in Iraq and the war on terrorism in its regular budget
request, and apparently they are taking some steps in that direc-
tion. That approach would have some positive and negative con-
sequences. On the positive side, including war costs in the regular
request would give the Congress more time to debate and discuss
and evaluate those costs and to weigh them against other prior-
ities. It would give the budget committees more time and better in-
formation to use in crafting a budget resolution. And it would avoid
the problem of potential funding issues that arise if enactment of
the supplemental is delayed during the course of the year. On the
other hand, budgeting for activities in Iraq and the war on ter-
rorism combined with the regular budget runs the risk of providing
less clarity about which funds are for the war and which funds are
for the regular activities. And as Mr. England pointed out, submit-
ting the request with the regular budget could lead to less accurate
cost projections given the long lead times involved. It would cer-
tainly necessitate modifications as the year went on, perhaps very
significant ones, before or during the budget year as conditions
change, as strategies evolved. And both the Department and the
Congress would obviously have to be flexible as the situation
evolved if the appropriations were provided for a full year in ad-
vance.

Thank you, Mr. Chairman. That summarizes my main points
and I would be happy to answer any questions.

[The prepared statement of Robert A. Sunshine follows:]

PREPARED STATEMENT OF ROBERT A. SUNSHINE, ASSISTANT DIRECTOR,
CONGRESSIONAL BUDGET OFFICE

Mr. Chairman, Congressman Ryan, and Members of the Committee, I appreciate
the invitation to appear before you today to discuss budgeting for operations in Iraq
and the war on terrorism. My statement is based on the Congressional Budget Of-
fice’s (CBO’s) analyses of and research on that issue over the past few years. CBO
has been asked, on a number of occasions, to determine how much has been spent
and how much might be spent in the future for those activities.

This testimony will briefly discuss appropriations and obligations to date for oper-
ations in Iraq and the war on terrorism. It will also offer an overview of budgeting
and reporting issues.

APPROPRIATIONS AND OBLIGATIONS TO DATE

Since September 2001, by CBO’s reckoning, the Congress has appropriated $503
billion for military operations and other activities related to Iraq and the war on
terrorism (see Table 1).1 Little of the funding used to finance the war has been sub-
ject to the budgetary constraints imposed on regular appropriations. Rather, such
funding has been exempted from normal budget procedures in several ways. One
method has been to designate it as an emergency requirement, and a second has
been to deem it for “overseas contingency operations related to the global war on
terrorism”—both of which have allowed for exemption under provisions of the budg-
et resolutions in effect during that period. A third method has been to provide a

1The $503 billion figure shown here differs slightly from amounts estimated by the Congres-
sional Research Service and the Government Accountability Office, mainly because of differences
in how to count certain transfers from DoD’s budget for activities besides the war.
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specific allocation in the budget resolution and authorize an adjustment to that limit
to accommodate additional spending if necessary.

About $463 billion of the £503 billion was allocated to the Department of Defense
(DoD), including about $448 billion for U.S. military operations and other defense
activities and about $15 billion for support of indigenous security forces.?2 Because
some of those funds are designated for classified purposes, about which little infor-
mation is publicly available, CBO cannot provide a precise estimate of how much
has been obligated to date. However, of the funds appropriated through fiscal year
2006, about $393 billion, CBO estimates that at least 85 percent—$335 billion—had
been obligated through November 2006. That judgment is based on an analysis of
obligation reports provided by DoD.3 For fiscal year 2007, $70 billion has been ap-
propriated thus far, as part of the Department of Defense Appropriations Act, 2007
(Public Law 109-289). DoD obligation reports indicate that about $16 billion of that
amount had been obligated as of November 2006, bringing the department’s total
obligations to more than $350 billion.

TABLE 1.—ESTIMATED APPROPRIATIONS PROVIDED FOR OPERATIONS IN IRAQ AND THE WAR ON
TERRORISM, 2001 TO 2007

[By fiscal year, in billions of dollars]

Total,
2001 2002 2003 2004 2005 2006 20072  2001-
2007
Military Operations and Other Defense Activities:
Irag® 0 0 46 68 53 87 52 306
Othere 14 18 34 21 18 24 14 142
Subtotal 14 18 80 88 70 111 67 443
Indigenous Security Forces:d
Iraq 0 0 0 5 6 3 2 16
Afghanistan 0 0 0 0 1 2 2 5
Subtotal 0 0 0 5 7 5 3 20
Diplomatic Operations and Foreign Aid:
Iraq 0 0 3 15 1 3 0 22
Other * 2 5 2 2 1 0 12
Subtotal * 2 8 17 3 4 0 34
Total 14 19 88 111 81 120 70 503

Source: Congressional Budget Office.

Notes: Details may not add up to totals because of rounding.

* = between zero and $500 million.

apt the current rate of military operations, the funding provided to date in 2007 will not be sufficient to pay for all costs that will be in-
curred this fiscal year. Consequently, additional appropriations will probably be provided in 2007.

bThe Congressional Budget Office estimated funding provided for Operation Iragi Freedom by allocating funds on the basis of obligations
reported by the Department of Defense (DoD). For more information about funding for Operation Iraqi Freedom, see Congressional Budget Of-
fice, Estimated Costs of U.S. Operations in Iraq Under Two Specified Scenarios (July 13, 2006).

¢Includes Operation Enduring Freedom (involving operations in and around Afghanistan), Operation Noble Eagle (for homeland security mis-
sions, such as combat air patrols, in the United States), the restructuring of Army and Marine Corps units, classified activities other than
those funded by appropriations for the Iraq Freedom Fund, and other operations. (For fiscal years 2005 through 2007, funding for Operation
Noble Eagle has been intermingled with regular appropriations for the Department of Defense; that funding is not included in this table be-
cause it cannot be identified separately.)

dFunding for indigenous security forces, which was appropriated in accounts for diplomatic operations and foreign aid (budget function
153);\if" h2004 and in accounts for defense (budget function 050) since 2005, is used to train and equip local military and police units in Irag
and Afghanistan.

Because most appropriations for operations in Iraq and the war on terrorism ap-
pear in the same budget accounts with appropriations for DoD’s other activities, de-
termining what has actually been spent is difficult. However, CBO estimates that
appropriations to DoD for Iraq and the war on terrorism increased total federal out-
lays by about $310 billion through fiscal year 2006. About $95 billion of those out-
lays occurred in fiscal year 2006, CBO estimates. For fiscal year 2007, CBO esti-
mates that funding for operations in Iraq and the war on terrorism will add between

2Funding for indigenous security forces is used to train and equip local military and police
units in Iraq and Afghanistan. Since 2005, those funds have been appropriated to the Depart-
ment of Defense, whereas before that, they were appropriated to the Executive Office of the
President.

3The most recent reports provided by DoD cover obligations through November 2006.
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$115 billion to $120 billion to total outlays, assuming that additional appropriations
are provided during the course of the year.

In addition to funding for military operations, the Congress has appropriated
about $40 billion for diplomatic operations in and aid to Iraq, Afghanistan, and
other countries assisting the United States in Iraq and in the war on terrorism, in-
cluding about $5 billion in 2004 for support to indigenous Iraqi security forces.
About half of the $40 billion total ($21 billion) has been appropriated for the Iraq
Relief and Reconstruction Fund, almost all of which has been obligated to date. On
the basis of information from the Department of State, CBO estimates that most
of the remaining $19 billion has also been obligated.

Of the funds appropriated to the Iraq Relief and Reconstruction Fund, CBO esti-
mates that about glG billion has been spent. But CBO does not have enough infor-
mation to determine how much of the remaining $19 billion has been expended.

ESTIMATING THE COSTS OF MILITARY OPERATIONS

DoD estimates the future costs of the war using a combination of cost models, sur-
veys of damaged and destroyed equipment, and analyses of actual costs incurred to
date. The department’s principal model for estimating war costs is the Contingency
Operations Support Tool (COST), which was developed by the Institute for Defense
Analyses. 4 That model uses cost factors derived from actual expenditures for prior
operations to estimate operation and support costs for deploying units. In addition
to those estimates, each military service produces separate estimates of the cost of
repairing or replacing damaged or destroyed equipment and the amounts necessary
to restore units and materiel to predeployment conditions. The services also esti-
mate costs associated with the reorganization and modernization of the armed
forces. Those sums, when added together, have provided the basis for DoD’s budget
requests related to the war.

The actual obligations incurred for military operations in Iraq and the war on ter-
rorism are tracked by the Defense Finance and Accounting Service, which issues
monthly reports on financial obligations for each of the major ongoing operations
(Iraqi Freedom, Enduring Freedom, and Noble Eagle).5 The reports show obliga-
tions by the year in which the funds were appropriated and by military service.

BUDGETING AND REPORTING ISSUES

CBO has been asked by the Congress on several occasions to estimate the future
costs of operations in Iraq and the war on terrorism. Estimating war costs is always
difficult because of uncertainty about the pace and scale of future military oper-
ations. However, better estimates could be provided to the Congress if more infor-
mation was available on the costs incurred to date. In particular, CBO has identi-
fied four main concerns regarding the current process of budgeting and cost report-
ing for operations in Iraq and the war on terrorism.

The Timing of Budget Requests

Since fiscal year 2001, funding for activities in Iraq and the war on terrorism has
been provided through a combination of partial-year appropriations (sometimes re-
ferred to as bridge appropriations), which are enacted near the beginning of the fis-
cal year, and midyear supplemental appropriations. If the bridge appropriations run
out before enactment of the midyear appropriations, DoD can pay for war-related
expenses using funds meant for its regular activities, which are then reimbursed
upon enactment of the midyear supplemental. In the event that the midyear appro-
priations are delayed and funds for DoD’s regular activities begin to run out, the
department has some options. One option is to use its authority to transfer funds
among various appropriation accounts (for instance, from procurement accounts to
operation and maintenance accounts), although that authority is limited. In addi-
tion, DoD can invoke the Feed and Forage Act (41 U.S.C. 11), which allows the
President to obligate funds without an appropriation for the purpose of sustaining
troops in the field. That authority was invoked immediately after the terrorist at-

4 According to 10 U.S.C. 101(a)(13), a “contingency operation” is one in which members of the
armed forces are or may become involved in military actions, operations, or hostilities against
an enemy of the United States. It can also be an operation in which reserve-component members
are called to active status or any other national emergency declared by the President or the Con-
gress.

5Operation Enduring Freedom includes military operations in and around Afghanistan and
other overseas counterterrorism activities. Operation Noble Eagle refers to homeland security
missions, such as combat air patrols over major metropolitan areas, undertaken by DoD in re-
sponse to the terrorist attacks of September 11, 2001.
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tacks on September 11, 2001, although ultimately it was not used because the Con-
gress quickly provided the necessary appropriations. &

Some policymakers and analysts have suggested that, to better assist in planning
future defense budgets, DoD should include the entire fiscal year’s cost of operations
in Iraq and the war on terrorism in its regular budget request. That approach would
have both positive and negative consequences. On the positive side, including war
costs in the regular request would give the Congress more time to debate and mod-
ify the budget request for those activities. It would also give the budget committees
more information about potential budgetary effects that they may wish to consider
in crafting a budget resolution. Further, fully funding those operations at the begin-
ning of the fiscal year would help DoD avoid any potential funding issues that might
arise from a delay in enacting midyear supplemental appropriations. On the nega-
tive side, budgeting for activities in Iraq and the war on terrorism in combination
with the regular request could result in less clarity about which funds would go to
war-related operations and which were intended strictly for other activities, unless
separate budget accounts were established to distinguish the two purposes. In addi-
tion, submitting the request at the beginning of the fiscal year could lead to less
accurate cost projections because the budget must be submitted in February (eight
months prior to the start of the fiscal year).?

Supplemental Budget Requests

DoD’s supplemental budget requests often do not provide enough detail to deter-
mine how the department develops its budget requests. The amount of justification
material that DoD provides in its regular budget for activities besides the war and
the documentation that it submits for war-related operations differ substantially.
The $440 billion requested by DoD for its regular activities in fiscal year 2007 was
supported by very detailed justification documents. By contrast, DoD’s funding re-
quests related to the war have been accompanied by relatively little backup mate-
rial. For instance, the backup material for the department’s original 2006 supple-
mental request, which totaled about $68 billion, included only five pages on oper-
ation and maintenance costs, even though those costs constituted almost half (about
$33 billion) of the request.

In June 2006, DoD provided the appropriations committees a package of informa-
tion on the $50 billion that the Administration had requested for war-related activi-
ties for fiscal year 2007. Compared with previous submissions, that material pro-
vided more detail on the request, although not enough to enable analysts to under-
stand how the costs were estimated or to explain how the funding requirements
compared with those of previous periods.

Tracking Actual War-Related Obligations and Outlays

Regardless of when the funds for operations in Iraq and for the war on terrorism
are provided, they are generally recorded in the same appropriation accounts that
fund DoD’s other activities, making it difficult to sort out how much is ultimately
spent on the war.

For fiscal year 2006, the Congress appropriated about $218 billion to DoD’s oper-
ation and maintenance accounts. Of that amount, about $72 billion was appro-
priated for war-related activities and about $146 billion was appropriated for DoD’s
regular operating costs. But the standard budget execution reports submitted to the
Office of Management and Budget do not distinguish between those war and nonwar
expenditures, making it difficult to determine how much has actually been spent for
activities related to Iraq and the war on terrorism.

The Defense Finance and Accounting Service issues monthly reports that track
war-related obligations, but they provide limited information. According to those re-
ports, about $98 billion was obligated for military operations in Iraq and the war
on terrorism in fiscal year 2006. Of that amount, almost 25 percent ($23 billion) was
allocated for purposes described as “other.” Little information was provided to sug-
gest how those “other” funds were obligated. Without a better understanding of
those expenditures, determining whether such costs will be incurred in future years
is difficult. Moreover, the extent to which the reports capture obligations for classi-
fied activities is not clear. Relying on conference reports for various supplemental
appropriation acts, CBO estimates that at least $25 billion has been appropriated
for classified activities since 2001. In addition, the obligation reports have not con-
tained information on the pace of operations—such as troop levels, flying hours, or

6The authority of the Feed and Forage Act is limited to obligations for items meant to sustain
troops in the field, such as subsistence clothing, fuel, quarters, transportation, and medical sup-
plies. It cannot be used to purchase additional weapons or to support military hardware.

7Much of agencies’ budget preparation occurs long before the February budget submission.
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vehicle miles—in each month. Such information would be useful in analyzing cost
variations, which CBO and other government analysts could use to better estimate
future spending on the war.

Setting up separate budget accounts might help in tracking the obligations and
outlays of war-related appropriations, but implementation of such an accounting
structure might be difficult. For instance, it would necessitate distinguishing be-
tween the basic pay of troops (which is part of the regular defense budget) and their
additional combat-related pay (which is attributable to the war).

The Distribution of Data and Information

CBO frequently has difficulty obtaining monthly reports on war obligations and
other data. Often the agency receives that information months after the data are
officially approved for release. That problem could be addressed by establishing a
standard, more-comprehensive distribution list for the war obligation reports and
other data. Having access to the COST model that DoD uses to formulate its supple-
mental requests or to the data and methodology underlying the model would also
be helpful. In November 2003, this Committee formally requested that DoD provide
CBO access to the COST model, but the department has not yet done so.

Chairman SPRATT. Thank you very much. Mr. Kosiak?

STATEMENT OF MR. KOSIAK

Mr. Kosiak. Well, first I want to thank Chairman Spratt and the
rest of the Committee for inviting me to testify today on this impor-
tant subject. I want to focus on the process used to fund military
operations and to recommend three improvements in that process.

My first recommendation is that the wars in Iraq and Afghani-
stan should be funded through a separate account or separate ac-
counts attached to the annual Defense Appropriations Act. And
that is something that I think the Department seems to be moving
in that direction. Certainly many members of Congress, including
the Chairman, have been pushing them in that direction. I think
we are long past a point really now where we should be funding
these operations as supplementals. At this point, you know, if you
go to a similar point in the Vietnam and Korean Wars, which are
the best other examples of fairly long wars for the U.S., we were
already at this point paying for the vast majority of the costs
through regular appropriations.

One reason that I think we have to do this, one reason it is im-
portant, is that if you do not include projected costs for ongoing
military operations in the regular annual budget request you are
providing a misleading and overly optimistic picture, I think, for
the coming fiscal year in terms of how much federal spending will
be required. And that was not such a big deal a few years ago or
in the 1990’s at least when we were talking about $1 or $2 billion
dollars a year, something like that, but now we are talking about
annual war costs of over $100 billion, potentially approaching $200
billion a year. So this is a big gap in the budget not to include it.

One of the most important things in good budgeting is to have
a budgeting process that forces decision makers to recognize the
true cost of the policy choices they are making. And I think con-
tinuing to rely on supplementals obscures those costs rather than
highlighting them.

The second problem which people have discussed a little bit al-
ready today here is the problem with, and I know the Congress and
this Committee is concerned, what is a lack of oversight. Secretary
England suggested that part of the problem is a congressional deci-
sion to have money in supplementals or supplemental requests go
directly to appropriators and not go through the budget committees
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and the authorizers. But I think that really oversimplifies things
because it is not just an arbitrary rule to have it go to the appropri-
ators. The fact of the matter is, there is no time available. I mean,
there is just not time enough when the authorizers and the appro-
priators and everyone else is trying to look at the regular annual
budget. There is no real time to focus on supplementals. And again,
that is not such a big deal when we are talking about $1 or $2 or
$5, $10 billion dollars a year in supplementals. But when we are
talking about $100 billion or more it is a very big deal.

I also, I guess, would add one other point in terms of the use of
supplementals. I think, again, Secretary England suggested that
there is a trade off between using supplementals, in which case you
can get accurate information, and not using supplementals, in
which case you would have more time to consider if the information
is not as good. And that is certainly true. But I think it is really
kind of a false choice because no one is suggesting that you cannot
do supplementals later in the year if you have it. The fact of the
matter is, for a lot of the costs associated with military operations
they are actually quite well known and quite easy to estimate. We
know roughly how many troops we are going to have there. We
have had roughly the same number for quite a long time, now.
There are a lot of costs in there that you can accurately estimate
quite far in advance. So the question is not whether you have
supplementals or do not have supplementals, because you may
have to have supplementals because those estimates are not going
to be perfectly accurate. You may later in the year have to have
a supplemental. But if it is a $10 billion, $5 billion supplemental
that is going to be a lot easier for Congress to deal with than a
$100 billion a year supplemental.

My second recommendation is that the cost, whether it is funded
through the supplementals or whether it is funded, as I would pre-
fer and I think everyone would prefer, through the Annual Defense
Appropriations Act, that those costs be limited pretty much to, with
perhaps a few exceptions, to costs directly related to military oper-
ations which currently means operations in Iraq and Afghanistan.
Over the past several years the administration has combined fund-
ing for Iraq and Afghanistan into supplementals under the name
the Global War on Terror, or GWOT. Each of these supplementals
has also included some amount of funding for activities and pro-
grams that are unrelated to ongoing military operations, like Army
modularity and some other programs. But from what we can tell,
and I think CBO’s efforts to go through these costs supports this,
from what we can tell the vast majority of the funding provided so
far really has been related pretty directly to costs actually incurred
in these military operations.

Unfortunately there is reason to believe that this imperfect, but
at least relatively disciplined approach, to generating GWOT ap-
propriations requests is going to disappear. For 2007 currently the
OMB is considering a $100 billion request by the services for sup-
plemental for 2007. This comes on top of, of course, the $70 billion
which Congress has already provided for 2007 so bringing the total
to $170 billion. Now that is a lot more than was anticipated by
OMB only a few months ago. If you look at the mid-session review,
they were anticipating total costs for 2007 for the GWOT of about
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$110 billion. It is also much higher than what was provided this
year, which was about $117, $118 billion, was provided for 2006.
So there is $50 or $60 billion more here than I think most people
anticipated would be required as short a time as a few months ago.

Chairman SPRATT. Steve, where was $110 billion estimated?

Mr. Kosiak. The $110 billion was when they, in their mid-ses-
sion review they said that they, obviously as a plug in the 2007 re-
quest they included $50 billion for 2007. But in their mid-session
review they said that they would need a supplemental and they an-
ticipated that total funding for 2007 would be about $110 billion.

The best explanation for this, I think, why we see this jump, is
because DOD has really expanded broadly its definition of what
can be included in these supplementals, what can and should be in-
cluded in GWOT supplementals, or GWOT appropriations, whether
in supplementals or not perhaps, rather than through the services
base line defense budgets. And this gets back to Secretary Eng-
land’s memo to the services in October where he said that the
ground rules were being expanded for the 2007 spring supple-
mental to include the Department’s efforts in the Global War on
Terror and not just efforts related to operations in Iraq and Af-
ghanistan. I think this really opened the floodgates for the services
to ask for things in these GWOT appropriations.

In the administration’s eyes I think it is also important to under-
stand that the GWOT, or long war as it is sometimes referred to,
is really a very broad concept. It includes obviously the wars in
Iraq and Afghanistan in their minds. But beyond that it represents
a broad framework for organizing the U.S. military’s strategy, plan-
ning and budgeting for really potentially decades to come. And in
that sense it kind of reflects, it is similar to how the Cold War
framework was used to help organize the plans and budgeting of
the Pentagon in the second half of the twentieth century.

Unfortunately, I think you have a serious problem when you pro-
vide such a broad definition of what the GWOT is and then tell the
services that virtually anything related to the GWOT can be fund-
ed through these special GWOT appropriations. And this again is
true whether you are funding the GWOT through supplemental ap-
propriations or separated in the regular annual defense budget. In
either case the Defense Department has basically removed any
principal distinction between what should be funded through spe-
cial GWOT appropriations and what should be funded in the rest
of the defense budget. And I would argue it is roughly equivalent
to telling the services in 1968 at the height of the Vietnam War
that the requests for Vietnam War funding can include basically
anything related to winning the Cold War competition with the So-
viet Union. It also amounts to in effect telling the services that
they no longer need to find room in the regular annual defense
budget to cover the full cost of their long term plans. And the serv-
ices already have a perennial problem with providing, developing
and presenting long term plans that are affordable within projected
funding levels. There is a lack of realism and making this change,
enlarging the definition of GWOT and what can be funded through
GWOT appropriations is only going to make that planning and
budgeting less realistic over the long term.
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My third and last recommendation is that the Defense Depart-
ment should provide better justification materials for many of the
reasons that CBO has mentioned. And I would just mention one
point in particular. I think it is especially difficult to tell from their
justification materials to what extent reset costs are really being
driven by the need to recover from costs incurred in the wars in
Iraq and Afghanistan, and to what extent they are being driven by
and reflect the Pentagon’s long term modernization and trans-
formation plans.

I guess the last thing I would mention before closing is that I am
encouraged by Deputy Secretary of Defense England’s, the latest
coming from the Department of Defense that we are moving to-
wards funding these operations through the regular annual appro-
priations act and that the 2008, as I understand, the 2008 request
will include funding for military operations next year. But I guess
when he tells me also that basically the way they are developing
those numbers is to straight-line from what it is in 2007, I wonder
a little bit about how useful that information is going to be and
how realistic that information is going to be. And I would also, I
guess, wonder if their baseline is $170 billion for the GWOT, I am
not sure that is really a good baseline to be projecting from. I am
not sure how realistic that is in terms of what the actual costs for
those military operations are.

So with that, I will end my comments and again thank the Com-
mittee for inviting me to testify today.

[The statement of Steven M. Kosiak follows:]

PREPARED STATEMENT OF STEVEN M. KOSIAK, DIRECTOR OF BUDGET STUDIES,
CENTER FOR STRATEGIC AND BUDGETARY ASSESSMENTS

Mr. Chairman and members of the committee, it is a great honor to have the op-
portunity to appear before you today to discuss some of the issues surrounding the
budgetary aspects of the Global War on Terror (GWOT) and, in particular, the wars
in Iraq and Afghanistan. These two wars, and especially the war in Iraq, are cur-
rently at the center of US deliberations and debates over national security, almost
to the exclusion of any other major issues.

With over 3,000 American service members Kkilled in these conflicts, and some
25,000 wounded, the financial costs of these wars and the mechanism used to fund
them are, understandably, of secondary interest and importance to most Americans.
That said, with the total amount of GWOT funding provided by Congress over the
past seven fiscal years now totaling some $500 billion, and the Office of Manage-
ment and Budget (OMB) considering a $100 billion GWOT supplemental for fiscal
year 2007, Congress would be acting irresponsibly if it did not closely examine the
budgetary aspects and implications of the GWOT. Thus, I commend this committee
on its decision to hold this hearing.

There are a wide variety of different areas one could focus on in considering the
budgetary aspects of the GWOT. I have chosen to focus on three essentially process
oriented questions, and provide three recommendations for improving that process.
I believe that instituting these changes would also lead to substantive improve-
ments in policymaking.

Briefly stated, my recommendations are as follows:

¢ The wars in Iraq and Afghanistan should be funded through special GWOT ac-
counts attached to the annual defense appropriations act, rather than through sup-
plemental appropriations.

¢ The costs covered by special GWOT appropriations should be limited, with per-
haps a few exceptions, to those directly related to the military operations in Iraq
and Afghanistan.

¢ The Defense Department should provide better and more detailed budget jus-
tification material for its estimates of the cost of military operations in Iraq and Af-
ghanistan, and other costs related to the GWOT.

I will spend the remainder of my time explaining and discussing in more detail
my reasons for making these recommendations.
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1. The wars in Iraq and Afghanistan should be funded through special GWOT ac-
counts attached to the annual defense appropriations act, rather than through
supplemental appropriations

Funding required to cover the extra costs associated with conducting military op-
erations in Iraq and Afghanistan should be provided as part of the Defense Depart-
ment’s regular annual appropriations act, rather than through supplemental appro-
priations. The funding should be included in a separate and distinct title in the an-
nual appropriations act, as has the “bridge” funding, which Congress has, on its own
initiative, added to the last three defense appropriations acts.

The United States has been engaged in military operations for more than five
years in Afghanistan and nearly four years in Iraq. We are long past the point
where these operations should be financed primarily through supplementals, a
mechanism intended to pay for unanticipated emergencies.

Historically, after the initial, unanticipated, phase of major wars or other military
operations, past administrations have relatively quickly shifted from supplementals
to regular annual appropriations. The Truman Administration began to include
funding to cover the cost of the Korean War in its regular annual budget request
in the first year of that conflict, and by the second year such appropriations ac-
counted for almost 98 percent of the total funding provided for the war. Likewise,
the Johnson Administration began including funding to cover the cost of the Viet-
nam War in its regular annual budget request in January 1966, less than a year
after the United States began to deploy combat troops in that country. By 1968,
such appropriations accounted for 86 percent of war-related funding. Long-term
funding was not, thankfully, an issue in the case of the 1991 Gulf war due to the
short duration of that conflict. More recently, by the second year of the military’s
deployment in Bosnia, the Clinton Administration included funding for that oper-
ation in its regular annual budget request.

Certainly, especially in the case of the Korean and Vietnam Wars, it was no easier
to project costs for the upcoming year than it is, today, in Iraq and Afghanistan.
Butd tl&e Services made good faith efforts to do so, and generally appear to have suc-
ceeded.

Congress in general, and this committee in particular, has made clear, over the
past several years, that they recognize the inappropriateness of continuing to rely
on supplementals to fund these military operations. Congress has done so, among
other things, by including a bridge fund in the annual defense appropriations act
that provides a down payment on war-related costs for the coming fiscal year. In
addition, the fiscal year 2007 defense authorization act includes language directing
the administration to include full funding for the cost of military operations in Iraq
and Afghanistan in its fiscal year 2008 budget request. The bipartisan Iraq Study
Group has also recommended that war costs be included in the president’s annual
budget request. Unfortunately, the administration has so far been unwilling to em-
brace this approach.

Some might argue that it is of little consequence whether funding for the ongoing
military operations in Iraq and Afghanistan is provided through regular annual ap-
propriations or supplemental appropriations—that it is the amount of funding re-
quired that is important, not the process used to provide it. But, in fact, in this case
?roc%ss does matter, as it often does in budgeting. There are at least two reasons
or this.

First, a budget that does not include a reasonable estimate of projected funding
requirements for ongoing military operations is an incomplete budget. It is a budget
that provides a misleading and overly optimistic picture of overall federal funding
requirements and spending for the coming fiscal year. This would be a minor matter
if we were spending only hundreds of millions or, at most, several billion dollars
each year on military operations, as we were during most of the 1990s. But today,
with war-related funding now surpassing $100 billion a year, this is a major gap.

A sound budgeting process forces policymakers to recognize the true costs of their
policy choices. By contrast, the administration’s continued reliance on supplementals
tends to mask and obscure the cost of ongoing military operations.

Second, reliance on supplemental appropriations diminishes substantially the
level of oversight Congress can exercise over war-related funding. Unlike funding
requests submitted through the regular annual budget process, which work their
way through the House and Senate budget committees, armed services committees
and, finally, appropriations committees, requests for supplemental appropriations
are submitted directly to the appropriations committees.

Moreover, because supplemental requests are submitted in the middle of the fiscal
year, the amount of time available to consider these measures is greatly con-
strained. In addition, while the substantial expertise resident in the House and Sen-
ate Armed Services committees is effectively shut out of the process, members of
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Congress and staff on the appropriations committees are forced, year after year, to
try to quickly work through extraordinarily large supplemental requests at the same
time they are required to consider the administration’s budget submission for the
coming fiscal year. Taken together, these factors greatly reduce the effectiveness of
Congress’ oversight, over what is now a major element of the defense budget.

2. The costs covered by special GWOT appropriations should be limited, with perhaps
a few exceptions, to those directly related to the military operations in Iraq and
Afghanistan

Although funding the ongoing military operations in Iraq and Afghanistan
through the Defense Department’s regular annual appropriations act, rather than
through supplementals, would mark a significant process improvement, an addi-
tional process change may also be needed to ensure, or at least encourage, sound
budgeting. That change involves, with perhaps a few exceptions, limiting the costs
covered in special war related appropriations—whether those measures are
supplementals or, preferably, separate and distinct accounts attached to the annual
defense appropriations act—to programs and activities directly related to conducting
military operations in Iraq and Afghanistan.

When the United States began Operation Enduring Freedom (OEF) in Afghani-
stan at the end of 2001, the Defense Department leadership coined the term Global
War on Terror (GWOT). The GWOT label was attached to the request for supple-
mental appropriations submitted to Congress at that time to pay for military oper-
ations in Afghanistan, as well as Operation Noble Eagle, the Defense Department’s
homeland security operation.

When the United States invaded Iraq in 2003, the administration decided to sub-
sume this operation within the rubric of the GWOT as well. Thus, beginning in fis-
cal year 2003, the GWOT supplemental request submitted to Congress included
funding for both OEF and Operation Iraqi Freedom (OIF), as well as a relatively
small amount of funding for Operation Noble Eagle and some other activities. Be-
ginning with the fiscal year 2005 submission, funding for Operation Noble Eagle
was removed from supplemental appropriations process, and funded instead through
the regular annual defense appropriations act.

Each of the GWOT supplementals submitted to Congress and enacted over the
past few years have also included some amount of funding for programs and activi-
ties that are, at best, only indirectly related to the wars in Iraq and Afghanistan.
The most obvious example of this is the inclusion of funding for the Army’s
modularity program in the fiscal year 2005 and 2006 supplemental requests. What-
ever the merits of the Army’s modularity program, it is an effort that Army officials
acknowledge they would be pursuing whether or not the Service was currently en-
gaged in Iraq and Afghanistan. As such, funding for this program should have been
requested as part of the regular annual appropriations act—a view that the admin-
istration acknowledged to be correct, at least implicitly, when it stated in 2005 that
for fiscal year 2007 and beyond funding for the Army’s modularity program would
be included the regular annual budget submission.

As T will discuss in the last section of this testimony, there is considerable uncer-
tainty concerning how much the wars in Iraq and Afghanistan are actually costing
in budgetary terms, and how closely connected some of the programs and activities
being funded through the GWOT appropriations are to either of those military oper-
ations. Nevertheless, it appears that, to date, the vast majority of costs covered in
these measures have been incurred by the US military in their conduct of these op-
erations.

Unfortunately, there is reason to believe that this imperfect, but at least rel-
atively disciplined, approach to generating GWOT supplemental requests is about
to disappear. The Defense Department’s proposal for fiscal year 2007 GWOT supple-
mental funding (PBD 711), which was sent to OMB for approval in December of last
year, reportedly includes a request for $100 billion. Coming on top of the $70 billion
bridge fund already provided by Congress as part of the fiscal year 2007 defense
appropriations act, a supplemental request of this magnitude would bring total
GWOT funding this year to $170 billion.

By contrast, in its 2006 midsession review, OMB estimated that total funding re-
quirements for the GWOT would amount to about $110 billion in fiscal year 2007—
very close to the $117 billion provided for the GWOT in fiscal year 2006, and the
Congressional Budget Office’s (CBO’s) most recent ($119 billion) estimate of GWOT
funding requirements this year.®

1CBO, “Additional Information About the Alternative Spending Path for Military Operations
in Iraq and Afghanistan and for the War on Terrorism,” September 22, 2006, p. 2.
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What explains this sudden jump of $50 billion in projected fiscal year 2007 GWOT
funding requirements? The best explanation appears to be that the increase stems,
at least primarily, from the Defense Department’s decision to expand dramatically
the notion of what can and should be funded through GWOT supplementals, rather
than through the regular annual defense budget. In October 2006, Deputy Secretary
of Defense Gordon England sent the Services new guidance to use in drawing up
their respective requests to the Office of the Secretary of Defense (OSD) for 2007
supplemental funding. The most important element of this brief memo was the fol-
lowing instruction:

By this memo, the ground rules for the FY’07 Spring Supplemental are being
expanded to include the [Defense] Department’s efforts related to the Global
War on Terror and not strictly limited to Operation Enduring Freedom (OEF)
and Operation Iraqi Freedom (OIF).

With this guidance, the Defense Department essentially opened the floodgates in
terms of what the Services could ask to have funded through GWOT supplementals.
The administration has, since the invasion of Iraq if not earlier, embraced a very
broad notion of what constitutes the GWOT. Although almost all observers would
agree that military operations in Afghanistan appropriately fit within the concept
of the GWOT, the idea that the US invasion of Iraq and subsequent military oper-
ations in that country should be considered part of the GWOT is more controversial.
But the administration’s concept of the GWOT is much broader than even this con-
struction.

In the administration’s eyes, the GWOT or Long War, as it is referred to in the
2006 Quadrennial Defense Review (QDR), represents a broad framework for orga-
nizing the US military’s strategy, planning, programming and budgeting over the
coming decades. It is similar to how the concept of containing the Soviet Union was
used to provide such a framework during the second half of the 20th century.

Whether or not such a broad conceptualization is, in general, the most useful way
to view the GWOT is debatable. However, whatever the merits of this nomenclature,
a serious problem is created when such a broad definition of the GWOT is used and
the Services are then told that virtually anything related to the GWOT can be fund-
ed through special GWOT appropriations. And this is true whether the special ap-
propriations consist of supplementals or special war-related accounts attached to the
regular annual defense appropriations act. In either case, the Defense Department
has basically removed any principled distinction between what should be included
in special GWOT appropriations and what should be included in the rest of the de-
fense budget.

It is roughly equivalent to telling the Services in 1968, at the height of the Viet-
nam War, that their requests for Vietnam War funding can include basically any-
thing related to winning the Cold War competition with the Soviet Union. The most
serious problem with this approach is that such guidance amounts to, in effect, tell-
ing the Services that they no longer need to find room in the regular annual defense
budget to cover the full cost of their long-term plans.

The Services already have a perennial problem with developing and presenting
long-term readiness, force structure and modernization plans that are actually af-
fordable within projected or likely funding levels. In October 2006, CBO estimated
that unless the peacetime defense budget—i.e., the defense budget exclusive of fund-
ing for military operations—is increased well above current levels and even the
(higher) levels projected for 2011 under the administration’s current plan, the gap
between available funding and the cost of implementing the Defense Department’s
long-term plans could average as much as some $65 billion over the next two dec-
ades. Opening up to the Services the option of shifting some of these funding re-
quirements into special appropriations, which heretofore have been limited to cov-
ering the cost of military operations, will only further diminish the realism of their
long-term planning and budgeting.

Though far from perfect, the Defense Department’s long-term planning and budg-
eting process is a valuable tool that, among other things, attempts to force the sen-
ior leadership to make hard decisions about competing programs and priorities.
That process has already been stressed to some extent by the impact of more than
five years of military operations. It is likely to be far more seriously undermined
by the new guidance provided to the Services, which will significantly loosen the (al-
ready somewhat tenuous) budgetary discipline imposed on the Defense Depart-
ment’s planning and budgeting process.

Moreover, in the end, the Services will inevitably suffer the most from the weak-
ening of this process. At some point, the wars in Iraq and Afghanistan will wind
down. And when that happens, the Services may well find the special GWOT appro-
priations drying up, and their baseline budgets—after years of relying on these spe-
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cial measures to cover a portion of their costs—well below the level of funding need-
ed to actually carry out their long-term plans.

3. The Defense Department should provide better budget justification material and
backup for its estimates of the cost of military operations in Iraq and Afghani-
stan, and other costs related to the GWOT

To date, the GWOT funding requests submitted to Congress by the Department
of Defense have not generally been supported by justification materials of the cal-
iber—in terms of detail, rigor and overall quality—that normally accompany re-
quests included in the Defense Department’s annual budget submission. During the
initial phases of the wars in Afghanistan and Iraq, when these operations (espe-
cially the war in Afghanistan) truly represented unanticipated emergencies, it may
have been unreasonable to expect the Defense Department and the Services to pro-
vide this kind of annual budget-quality backup material. But after more than five
years in Afghanistan and nearly four years in Iraq, and GWOT appropriations total-
ing some $500 billion, it is difficult to understand, or excuse, the poor quality of
some GWOT justification material.

The lack of clarity is perhaps most problematic in the case weapons procurement.
As Amy Belasco of the Congressional Research Service (CRS) noted in her analysis
of the fiscal year 2006 GWOT supplemental:

Although DoD’s request includes descriptions of individual procurement
items, it does not give any rationale or explain whether funding requests for
various items reflect battlefield losses, washout rates for worn equipment,
equipment provided for state-side units whose equipment remains overseas or
additional gear for deployed units. This makes it very difficult to assess whether
funding levels are too high, too low or about right.2

The lack of clarity concerning weapons procurement requirements related to the
wars in Iraq and Afghanistan makes it especially difficult to judge the reasonable-
ness of Service requests related to “reseting” their forces. Based on existing docu-
mentation it is unclear how much of the Services’ reset costs are actually related
to the ongoing wars in Iraq and Afghanistan, and to what extent, alternatively,
t}inose costs reflect and are driven by existing modernization and transformation
plans.

There is also reason to be concerned about the accuracy of the Services cost esti-
mates for reset because, as noted earlier, the Services all face significant
mismatches between the cost of executing their long-term readiness, force structure
and modernization plans, and the amount of funding projected to be available to pay
for those plans. Thus, to the extent possible, they have an incentive to fund items
through the special GWOT appropriations, where funding is less constrained and
oversight is less substantial.

The Defense Department should also be required to do a better job of making
clear how much funding in its GWOT requests is needed to cover the cost of military
operations in Iraq versus operations in Afghanistan, and explaining its approach to
allocating those costs. Although related in some ways, these are in, in important re-
spects, separate and distinct military operations. Among other things, the ability of
Congress and the American people to make sound decisions concerning the afford-
ability and cost-effectiveness these two military operations depends, in part, on their
having an accurate understanding of the cost of each of those efforts.

CONCLUSIONS

The United States has already provided $500 billion in GWOT funding over the
past seven fiscal years, with the vast majority of this funding provided to the De-
partment of Defense for military operations in Iraq and Afghanistan. And it is pos-
sible, if not likely, that hundreds of billions of dollars in additional funding will be
provided over the next several years. We are long past the point when these wars
should be funded primarily through supplemental appropriations, which are in-
tended only to cover the cost of unanticipated emergencies.

As such, Congress should insist that the administration include funding to cover
the full cost of military operations in Iraq and Afghanistan in its regular annual
budget request, beginning with the fiscal year 2008 budget request to be submitted
next month. That funding should be provided in separate and distinct accounts at-
tached to the annual defense appropriations act. Congress should also insist that
the funding provided in these special GWOT appropriations be limited to costs in-
curred as a result of ongoing military operations, and not, generally, include funding

2Paul M. Irwin and Larry Nowels, “FY 2006 Supplemental Appropriations: Iraq and Other
International Activities; Additional Hurricane Katrina Relief,” Congressional Research Service,
June 9, 2006, p. 33.
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for programs and activities related to waging the broader war on terror. If funding
for such programs is included in the administration’s GWOT request, it should ei-
ther be deleted or transferred into the Defense Department’s baseline budget. Fi-
nally, Congress should require that the Defense Department provide justification
materials for GWOT funding that is of the same quality provided in the justification
materials that accompany the regular annual defense budget request.

Chairman SPRATT. We will start on that side with Mr. Doggett.

Mr. DOGGETT. Well, Mr. Kosiak if we could just pick up with that
last point, then. Your concern is that they may include all of the
figures in the regular Defense Appropriations Bill, but they may
not be realistic projections?

Mr. Kosiak. Well, I guess my concern is two fold. One is I'm not
sure the $170 billion figure really reflects, I mean they have said
they are using this expanded definition of GWOT. I do not think
that is particularly helpful. I think it would be better, if there is
stuff in there that is needed for the long war that could last a dec-
ade or more that sounds to me exactly like the kind of stuff that
should be being funded in the baseline defense budget, and not in
the supplemental. And so that concerns me. And then if they are
providing 2008 budget numbers and justification materials I think
that is all to the good. But again, it kind of concerns me if all that
really is is straight-lining from, you know, in different budget cat-
egories from what it was in 2007. I'm not sure that is the best they
can do in terms of providing information and a guesstimate as to
what we are going to need in 2008.

Mr. DOGGETT. Were you otherwise satisfied with their answer
that they would be complying with Section 1008 of the Defense Au-
thorization Act?

Mr. Kosiak. Well I think the devil is in the details, sort of, to
see what they actually come up with and how good the justification
materials are. Because it really does depend on, you know, the abil-
ity to be able to make good estimates about what future costs are
going to be depends not only on having good information as to what
they are going to be requesting next year but having good historical
information as well, and having good information on, you know,
what the op tempo has been in some very kind of concrete ways
so places like CBO can do good estimates on what future costs are
going to be. And also be able to compare that with what they were
getting in the past for those operations, so you can come to some
judgment as to whether these are appropriate costs or not.

Mr. DOGGETT. If they do include a joint strike fighter or two, bal-
listic missiles in this supplemental request, why should we cut
them out?

Mr. KosiAak. Well I think there are two separate issues. One is
whether you should be funding the joint strike fighter or ballistic
missiles. And another question is, should they funded in the sup-
plemental? Or should you, I mean one option for Congress, obvi-
ously, is to decide to fund these things but to shift the funding into
the regular Annual Appropriations Act. So that, that would be one
possible way of doing it.

Mr. DOGGETT. Mr. Sunshine, what portion of our discretionary
spending are we devoting to defense at present, of total discre-
tionary spending if you include all the supplementals?

Mr. SUNSHINE. More than half. Let’s see if I have a
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Mr. DOGGETT. So more than—you can give me the precise figure
later. But more than fifty cents on the dollar of every tax dollar
that we have any control over here in Congress is going to the De-
fense Department?

Mr. SUNSHINE. Mm-hmm.

Mr. DOGGETT. You mentioned an inability to get some informa-
tion that is necessary for the effective review, and timeliness of in-
formation. That is the cost model on the war and the war obliga-
tion reports, they are not arriving timely at the Congressional
Budget Office?

Mr. SUNSHINE. Well, they do not arrive at the Congressional
Budget Office. The Congressional Budget Office has to go seek
them out. We would like them to arrive at the Congressional Budg-
et Office.

Mr. DOGGETT. They could be distributed at the same time they
are distributed to the appropriate offices in the Pentagon?

Mr. SUNSHINE. Yes.

Mr. DOGGETT. And with regard to your testimony about the
“other” category in the supplemental. How much did you say, or
what percentage did you say that that included a vague “other” cat-
egory?

Mr. SUNSHINE. In the obligation reports?

Mr. DOGGETT. Yes.

Mr. SUNSHINE. It is about a quarter.

Mr. DoGGETT. What does that, have you been able to make any
determination of what that includes?

Mr. SUNSHINE. It is a variety of activities and operations and
maintenance, for example, but with no specificity as to what they
are.

Mr. DoGGETT. Has that changed over time? Have they become,
have you had more in the other category?

Mr. SUNSHINE. I do not know the answer to that.

Mr. DOGGETT. We received some reportedly reassuring comments
from the Secretary that in terms of a gross domestic product the
military budget is not all that high. Mr. Kosiak, is it not about fif-
teen percent above the Cold War average?

Mr. Kosiak. Well, as a share of overall funding levels for defense
when you adjust for inflation are very high by historical standards.
In terms of gross domestic product it is much lower.

Mr. DOGGETT. But that really does not have much meaning, in
terms of this spending does it?

Mr. KosiAK. I mean, I think you have to separate out in terms
of how much are we actually spending on defense, we are spending
a lot by historical standards today. In fact, depending on which
deflator you are using, we are spending more than we were spend-
ing even at the time of the Korean War which was the other high
point.

Mr. DOGGETT. Right.

Mr. KosIAK. But so in terms of cost, we are spending a lot, even
adjusting for inflation. In terms of burden on the economy if you
use the simple measure of, which may or may not be appropriate,
but if you use the simple measure of percentage of GDP that goes
to defense spending it is much less than it was during the time of
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the Vietnam War or the time of the Korean War when it was, I
believe, around ten percent at the time of the Korean War.

Mr. DOGGETT. And a much more modest gross domestic product,
and on a military that was about a third of the size. We have one
now that is about a third of the size it was in 1990. Thank you.

Mr. KosIiAK. About two-thirds the size.

Chairman SPRATT. Mr. Conaway?

Mr. CoNAWAY. Thank you, Mr. Chairman. Steve, you mentioned
the War is running the rate of $200 billion now. And we heard Ms.
Jonas say it was like $9.6 billion a month. Can you reconcile be-
tween those two statements?

Mr. Kosiak. When I said it was approaching $200 billion, that
is just doing the simple math of, you know, Congress provided $70
billion in GWOT funding for 2007 as part of the Annual Defense
Appropriations Act. And then, reportedly the supplemental that is
pending at OMB right now from DOD is for $100 billion. So that
brings it up to $170 billion for 2007.

Mr. CoNAwAY. Okay, so there is some conjecture on your part
right now about the $200 billion? Okay.

Mr. KosiaAk. Right, right. And again, part of that appears to be
fairly unrelated to actual military operations.

Mr. CoNAWAY. Okay. Robert, you commented on the “other” cat-
egory, the infamous other category that we all hide things in, lack
of specificity on what the budget number means. Is there any lack
of being able to tie in total what that money actually gets spent
for? And then a difference between what they actually spend it for
and what the overall umbrella of the budget was? I mean, is there,
is this just a problem with the budget request not having the speci-
ficity? Or is it actually they are taking it and spending it in places
they should not?

Mr. SUNSHINE. I was not referring to the budget request. I was
referring to the obligation reports that are produced monthly as to
how the money is actually being committed. And so in terms of
judging what is being, what it is actually being used for there is
this big chunk that it is hard to tell.

Mr. CoNawAY. Okay. How does CBO get at that number, or get
at that information? Is that a part of your normal charge to look
at that? Or is that GAO is the better entity to go after that?

Mr. SUNSHINE. We do not ordinarily get into that level of detail
in terms of agency budgets. The reason that some of this stuff is
valuable to us is if we are dealing with requests as we have gotten
from this Committee that say, “Under various scenarios of the in-
tensity of the war, what might the government have to spend over
the next three, five, ten years?” It is helpful for us to know not only
how much we are spending now but what we are spending it on.

Mr. CoNAWAY. All right, thank you.

Mr. SUNSHINE. But ordinarily we do not get into that level.

Mr. CoNAwAY. Okay, okay. Well, that is fair.

Mr. SUNSHINE. But for all kinds of purposes it is very helpful.

Mr. CONAWAY. Sure, that is fair. Steve, in terms of the overall
comment about what we are spending or how much we are spend-
ing, any sense from your professional background that this is too
much? Too little? Just right?
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Mr. Kosiak. Well, I think it is very difficult to tell because, you
know, if you look at the best guesses as to what this war was going
to cost going back prior to the War and then early in the War and
then later in the War, the costs keep going up and up. I do not
think we have a real good sense for sort of what the baseline costs
are for carrying out these kinds of military operations right now.
And I am not entirely sure why that is. I think part of it 1s we do
not have, I mean Secretary England suggested that we know what
the War is costing because we just look at the supplemental and
that is what it is costing. I think that is kind of what we are left
with and we try to go beyond that with difficulty.

Mr. CoNAWAY. But you were responding, I think, to Mr. Doggett’s
question about total spending, total defense spending which is a
very sizable number no doubt about it. In terms of looking at an
all in number, from your professional background at your think
tank, is that total number way too high? Too little? Just right?

Mr. Kosiak. Well I would say, I mean again, based on and CBO
does infinitely better analysis on this than I have done, although
I have tried to do some. But I think if you look at what CBO has
estimated in the past going back to the beginning of the war and
even at their most recent estimates about what these military oper-
ations themselves should be costing in Afghanistan and Iraq, I
think the upper level, my sense is on the order of $120 billion.

Mr. CoNAwAY. Okay, my question is broader. I am sorry, I am
not asking it very well. Because not only do we have to fight the
Global War on Terror, we have got to build deterrents into a huge
set of platforms across a broad spectrum of ways to defend this
country. The total defense spending, a number off the top of my
head is $450 billion a year, whatever. Is that number too big? Too
little? Just right?

Mr. KosiAK. You know, I am not going to offer an opinion on
that.

Mr. CoNawAY. Okay, that is fine.

Mr. KosIiAK. Except to say that——

Mr. CONAWAY. So you are going to offer an opinion?

Mr. KosiAak. What is that?

Mr. CoNAwAY. No, I am just teasing with you, go ahead.

Mr. Kosiak. Well, I think it is very high by historical standards.
On the other hand, there are certain areas, such as in procure-
ment, where I think we clearly do have to spend more to recoup
some of the losses and some of the downturn in spending and pro-
curement that we had in the 1990’s. On the other hand, I think
there are some hard choices that also have to be made in terms of
what are the priorities in the Pentagon, what the mission priority,
and also what are the programmatic priorities.

Mr. CONAWAY. Sure, that is fair. Thank you. Mr. Chairman,
thank you so much.

Chairman SPRATT. Ms. Sutton?

Ms. SurTON. Thank you, Mr. Chairman. I apologize, I missed a
bit of your testimony when I came in. I really am looking for, more
than anything, some clarification about some very simple terms. I
heard the prior witnesses talking about, you know, and you, talk-
ing about the Global War on Terror. I heard one of our previous
witnesses talking about the supplementals are, the entire war costs
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are in the supplementals. I hear this word, just War, talked about.
And I'm just not really sure exactly what all those things mean.
The Global War on Terror, what is the definition of the Global War
on Terror?

Mr. KosiAK. I think, I mean I assume DOD has an official—

Ms. SUTTON. Definition?

Mr. KosiAK. I mean, I think that the reality is the Global War
on Terror is Iraq, Afghanistan and then it is other things which we
do not really know. I mean, it depends on who, you know, that is
where it becomes unclear. And you are right to raise a question be-
cause it is an important question. And it is why I think that the
supplementals really should be limited to what we do understand
relatively well, which are what are the costs being incurred in mili-
tary operations in Iraq and Afghanistan? They should not go be-
yond that. Because people have different views and different De-
fense Department programs are justified in different ways in terms
of their role in the Global War on Terror.

Ms. SutTON. Okay. So if we were talking in the terms that you
just said and we defined the supplemental and we constrained the
supplemental to the costs for Iraq and Afghanistan, that would be
something that we could clearly identify and budget for?

Mr. KoslIAK. I think that is something you could relatively clearly
identify and budget for.

Ms. SurToN. Okay. And what, you know, again I understand
this, when you have a category that is called “other,” and it is not
defined, it is a bit problematic for budgeting as well as account-
ability purposes and that is sort of what I am hearing here today.
Talk to me a little bit more about the long war, and the costs that
you are talking about. Because I am assuming those are part of the
“other” category.

Mr. Kosiak. Well I think that we might be getting a couple of
“other” categories mixed up.

Ms. SuTTON. Okay, there are several “others.”

Mr. KosiAK. But I think in general, you know as I say, the costs
that are directly related to ongoing operations in Iraq and Afghani-
stan, most of those costs are relatively clear. Things like activating
reserve personnel and things like that, and special pay for military
personnel, higher op tempo, operations/maintenance costs caused
by higher op tempo, things like that. And that does account for a
good share of it. Once you get into some of these other areas, pro-
curement, weapons, modernization programs in particular, it starts
becoming less clear.

And I do not think there is any, and the Secretary was right ear-
lier that it is complicated to do this. It is not as though it is a sim-
ple matter of deciding what is really an incremental cost for mili-
tary operations and what is not. I mean, there are some pretty
tricky areas. I just think that the incentives currently are to, you
know, when in doubt put things in the supplementals, basically.
Because those are must pass pieces of legislation, they do not have
the same levels of oversight and the money seems to flow more
freely there than it does in the regular defense budget. One of the
points I tried to emphasize in my testimony was I think we really
do want DOD to try to make a really good, solid effort at distin-
guishing costs directly related to war and stuff outside of it, which
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may be important to winning the broader Global War on Terror.
But to the extent it is important to that, to me if that is the long
war, again, that is really exactly the kind of stuff that belongs in
the baseline budget because that is a core mission, a long term
mission of the U.S. military.

Ms. SuTTON. Have you ever seen a written definition by DOD on
what the Global War on Terror includes?

Mr. Kosiak. I suspect I have because I have read so many docu-
ments. But honestly, I could not remember what it is. I think it is
a pretty simple definition, so I am not sure I can really give you
what you are looking for.

Ms. SuTTON. Okay. I really have no further questions.

Chairman SPRATT. Thank you, Ms. Sutton. Mr. Campbell?

Mr. CAMPBELL. Thank you, Mr. Chairman. Mr. Sunshine, just
one question for you. And if I heard these right, I did not write ei-
ther one down, but I believe that you said you estimated that CBO
said that the total cost of the War on Terror, the wars in Iraq and
Afghanistan largely, was five hundred and something?

Mr. SUNSHINE. Total appropriations since 2001 have totaled by
our estimate about $503 billion.

Mr. CAMPBELL. The prior witnesses, Under Secretary Jonas de-
tailed out something that was $372 billion. What is the difference?
What is the discrepancy?

Mr. SUNSHINE. Well, about $40 billion of the $503 billion was not
appropriated to the Department of Defense, so.

Mr. CAMPBELL. Ah ha. It as appropriated to?

Mr. SUNSHINE. To the Executive Office of the President and the
State Department, USAID.

Mr. CAMPBELL. Okay. So that is forty, we now need to find an-
other roughly ninety.

Mr. SUNSHINE. But I think the number she was talking about
was probably an obligation number. It sounded to me like it was
an amount that has been obligated to date, not the amount that
has been appropriated to date. Obviously there is some amount of
the appropriation that has not yet been obligated. I think that ac-
counts for most of the difference between those numbers.

Mr. CAMPBELL. Okay. For those of us sitting here, what that
would mean is your number basically then would be excluding any
spring supplemental, the amount we would expect through the end
of fiscal year 2007, right?

Mr. SUNSHINE. It will probably take longer than that for all of
it to be spent, but——

Mr. CAMPBELL. Okay. Great. Thanks. That’s the only question I
had. I yield back, Mr. Chairman.

Chairman SPRATT. Thank you, Mr. Campbell. Mr. Scott?

Mr. ScoTT. Thank you. Thank you, Mr. Chairman. It just seems
to me that trying to figure out what is a war expense and what
is not a war expense is going to be problematic anyway. As a troop
at home, at war, if he is getting ready to go or if he is coming back,
I mean how do you, it is just going to be always awkward. Did the
decision to include all of this in the 2008 budget cure most of the
problems for the future?
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Mr. SUNSHINE. I do not know that it clarifies the issue as to what
is for the war and what is not for the war. You still have that ques-
tion.

Mr. ScoTT. But I mean in terms of budgeting?

Mr. SUNSHINE. Well, I think it gives this Committee a clearer
picture, assuming that there is some meaning to that 2008 number,
in terms of what you want to do in a budget resolution.

Mr. ScoTT. But do you have any reason to believe that they are
going to give you a reasonable five-year budget? Because he was a
little evasive after 2008, 2009, it sounded like that there is going
to be zero after that which would obviously be unrelated to reality.

Mr. SUNSHINE. That is what it sounded like to me, that they
would not have numbers beyond 2008.

Mr. CAMPBELL. Is there any way we can get a handle on whether
or not we are conducting the war in an efficient manner? The Per-
sian Gulf War start to finish cost the United States less than $10
billion, start to finish. We had allies that were contributing a sub-
stantial amount. Is this my way or the highway and running up
bills for the supplemental is $170 billion, is there any way we can
try to see if there are other ways to conduct this war that might
not cost? Or it just, you know, it is what it is?

Mr. KosiAK. I mean, I guess I do not feel like I am competent
to talk to that. I think GAO would probably have some ideas on
that. I guess I would say it is, you know, to the extent you can
have a solid idea of where the money is actually going and how it
relates to levels of activity, numbers of troops and things like that,
you are in a better place in terms of trying to figure out how much
waste there is in the funding. And we are not there yet. Maybe we
will get closer there with the 2008 request.

Mr. CAMPBELL. Steve, can you just say a word about the interest
costs?

Mr. KosiAK. Yeah, I mean obviously we are paying for this war
on our national credit card right now so there are significant inter-
est costs. I believe the, I am not sure I can give a good estimate
of what the interest costs are. At $500 billion certainly the ten-
year, you know, looking out ten years from now, what the ten-year
costs are, certainly interest costs——

Mr. CAMPBELL. The number I saw was about $40 billion a year.
If we keep going the way we are going by 2016 it would be about
$40 billion a year.

Mr. KosiAK. I think that is about right. I mean, it is in the hun-
dreds of billions of dollars.

Mr. CAMPBELL. Is that about right?

Mr. KosIAK. Yes.

Mr. SUNSHINE. We did an estimate last year of something along
those lines, although it was based on lower costs. That was the
number that you were referring to, actually. It was based on lower
costs than we are actually incurring so it would probably, under a
similar scenario to what we did that one for the cost would prob-
ably be at least $50 billion. Assuming that there were no effect on
other spending or taxes as a result.

Mr. CAMPBELL. And assuming we are not paying for it, I guess,
which is I guess the other question. Thank you, Mr. Chairman.
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Chairman SPRATT. Just a couple of final questions. Both of you
emphasized that the supplemental request should come and be a
part of the defense budget for that Defense Authorization Act, De-
fense Appropriations Act, but it should maintain some wall of sepa-
ration between the two so that you can identify the war costs. And
in addition to that, which is something I preach, you can also,
when one day we finally disengage we hope, know what the incre-
mental cost was that does not need to be recurring and can be ex-
tracted from the budget. How would you structure this to give us
the best insight into what was actually being spent on the war? It
comes with the Defense Authorization Request, or the Defense Ap-
propriations Bill, but it is not part of it. It is not integrated in it,
so you know exactly what the incremental cost is. And then some-
day when you want to phase out you know exactly, or roughly, how
much you need to extract in order to phase out and phase down
the war. Do you have any guidelines for how to achieve that?

Mr. SuNsHINE. I think having separate appropriation accounts
might be helpful. And I think having as clear as possible defini-
tions as to what we mean by what is for the War, in the sense the
short term War, as opposed to long term, ongoing responsibilities
of the Department of Defense. I think the Congress might want to
clearly identify for its purposes what it would like to see in those
two different categories and then set up a budget structure so those
two categories are as clear as possible.

Chairman SPRATT. Mr. Kosiak?

Mr. KosiAK. Yes, I would certainly concur with that. And also I
think to the extent that you can, one of the problems now is that
once you get beyond the current fiscal year, if you look back, of the
upcoming fiscal year, all of the historical data basically goes into
all of the traditional appropriations accounts. So it is difficult to
look backwards and see how much of the costs are incremental.
But I also think that it also goes to the point of the importance of
trying to make this distinction between the cost of military oper-
ations and other costs related to this Global War on Terror. Be-
cause I think a downside for the Defense Department is that once
we do get out of Iraq and Afghanistan, the way things currently
stand I think there may be a tendency for people to assume that,
I mean, that all of these costs, “I guess we do not need any of the
money that was in these supplementals because after all that was
just for the War and the War is over now.” But I think that is not
true. I think some of the costs in those is needed for the Defense
Department’s baseline budget.

Chairman SPRATT. You suggest that it be a separate attachment
to the Defense Appropriations Act?

Mr. KosiAK. Right.

Chairman SPRATT. One of the problems with that is that the De-
fense Appropriations Act tends to be passed at the very end of the
fiscal year, start of the next fiscal year. And the sup might genu-
inely be needed in the field well before September 30 of that par-
ticular year.

Mr. Kosiak. I think you would still need to have the option of
doing supplementals. But if, for example, we were to provide full
funding for 2008 this year and it was passed before the beginning
of 2008 then that should not be a problem, right? We will clearly
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need an 2007 supplemental this year because we did not sort of do
it right at the outset. But for 2008 presumably if you finish the bill
before the fiscal year starts you will have enough money. And then
if later in the year you do need more, it turns out your estimates
were not that accurate, you might need another $5 billion, $10 bil-
lion, something like that, then of course you need to ask for a sup-
plemental. But that would be a much easier task for Congress to
manage and oversee effectively than a $100 billion supplemental.

Mr. SUNSHINE. There might also be not quite as much of a rush
to enact it if you are not depending on it so early in the fiscal year.
If you have more of the money up front and less in the supple-
mental then there is less of a rush to enact a supplemental.

Chairman SPRATT. Yeah. Yeah. One final question: do you think
it is asking too much, the impossible, to ask for a five-year projec-
tion of likely costs based upon some kind of stipulated scenario, or
several alternative scenarios?

Mr. SUNSHINE. I think it would be too much to ask to predict
what the scenarios would be. I do not think it is too much at all
to ask under a variety of scenarios, perhaps a range of different
scenarios, what the possible exposure would be.

Chairman SPRATT. Yeah. CBO did it.

Mr. SUNSHINE. We have done that. I am not sure we have done
it as well as we would have liked to have done it, but we have done
it.

Chairman SPRATT. Is your model a fairly simplified back of the
envelope model? Or is there some vast database that is not visible
to us as we look at the simple summary of it?

Mr. SUNSHINE. We have a number of factors that we take into
account, but the model is based on data that is not current.

Chairman SPRATT. Yeah.

Mr. SUNSHINE. Because we do not have current data for this par-
ticular conflict and therefore it is not behaving very well in pre-
dicting the costs of this particular conflict.

Chairman SPRATT. Well, you assume the bill down to 55,000
troops in two theaters, Afghanistan and Iraq. How did you pick the
number 55,0007

Mr. SUNSHINE. I think that was worked out with your staff, be-
cause I

Chairman SPRATT. Okay. That’s what you call a circular chain of
reasoning.

Mr. SUNSHINE. In our outlook report that we release next week
we decided it was not prudent to pick just one path so we are going
to present a couple of different paths, a higher kind of number and
a lower kind of number. Because it is so hard to determine what
the military situation is going to be, what the strategy is going to
be, how long we are going to stay there and do what. So I think
trying to predict one path is a pretty dangerous kind of thing to
do.

Chairman SPRATT. Well, they have more assumptions built into
doing the five-year or future years defense plan than they do, I
would think, in the model that you presented for estimating what
costs might be over a five-year period of time. So they do that all
the time. It is hard for me to believe that there are not some cost
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studies in the Pentagon of what the consequences would be of some
draw on our forces over a reasonable period of time.

We could go on and on. Thank you for your testimony, your ex-
cellent testimony, your patience in coming here, and for the con-
tribution you have made which has been very substantial and is
very much appreciated. Thank you.

[Whereupon, at 5:10 p.m., the Committee was adjourned.]
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